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Predicts Federal 
Deficit and 
Higher Prices 


Dr. Garficld V. Cox, Dean of 
University of Chicago School of 
Business, sees higher government 
outlays caused by ERP and re- 
armament, along with wage in- 
creases and expanded bank 
credit, an “underwriting” of 
higher price level. 


Speaking on “The Outlook for 
Business” at the Management In- 
stitute for Smaller Business, he!d 
to commemorate the 50th anni- 


versary of the | 


School] of | 
Business, sec- 
ond oldest | 


school 


Dean 
field V. Cox 
asserted that 
“as long as the 
United States 
continues 
neither at 
peace nor at 
war, quick 
shifts in the 
economic ex- 
nectations of 
American businessmen and con- 
sumers may occur with changes 
in the course of foreign relations. 
The general business outiook, as- 
suming no sharp change in for- 
eign relations, appears clearer 
than usual for the rest of 1948.” 
Continuing his remarks, Dean 
Cox said “the currently projected 
increase in our armament ex- 
penditures and appropriations 
for European recovery have, to- 
(Continued on page 22) 
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collegiate)! | 
of| 2 
business,| 
Gar-|4 


i was 





its. 


| :, distorted 
| thinking of 
labor on this 
very perti- 
nent problem. 
This article 
will try to 
correct a few 
of the more 
flagrant mis- 
representa- 
tions of fact; 
remove the 
smokescreen 
of platitudes 
from certain 
economic con- 
cepts and 
‘touch upon some oiher relevant 
elements. 

Apart from the _ incontestable 
fact that it is a desirable thing to 
increase the purchasing power 


M. D. Popovic 


Mr. Murray states that 


the stick” 


faster than 
a 
January 1945 to January 1948 the 


wages. 


| cost of living rose 31.4%, the cor- 


_ por ation profits 90% and weekly 
(Continued on page 22) 





R. H. Johnson & Co. 


Established 1927 


INVESTMENT SECURITIES 


64 Wall Street, New York 5 


PHILADELPHIA 

Buffalo Syracuse 
Scranton 
Springfield 
Washington, D.C. 


BOSTON 

Troy Albany 
Harrisburg 
Wilkes-Barre 
Woonsocket 











ennessee Gas & Trans. 
Kerr McGee Oil 


Bought— 


Sold—Quoted 


GORDON GRAVES & CO. 


INSTITUTIONAL INVESTMENTS 
30 Broad Street, New York 4, N. Y. 
Tel. WHitehali 3-2840 Tele. NY 1-809 

















Underwriters and 
Distributors of Municipal 
and 
Corporate Securities 


OTIS & CO. 


(Incorporated) 
Established 1899 
CLEVELAND 


New York Chicago Denver 
Cincinnati Columbus Toledo Buffalo 








Economist charges labor spokesman grossly misrepresent facts. 
Demonstrates during past decade aggregate wages rose much 
faster than cost of living, and asserts labor profited far more than 
corporations from war, because of excess profits taxation. Debunks 
misconceptions spread concerning company ownership, asserting 
stockholders relatively and absolutely get “short end of the stick.” 
Declares union monopolies freeze higher costs, to great injury of 
community as a whole. 
In an article in the July issue of the “Atlantic Monthly,” 


Phillip Murray of the CIO attempted to prove with facts and argu- 
ments that wages could and should be raised at the expense of prof- 





'it will raise the rates of interest it will pay on some of its 





customers, even on many if not most existing contracts, 
and standard of life of workers, | 


“the work- | 
ers were getting the short end of | 
because the cost of| 
living and corporate profits rose | 
The procf| 
table showing that from 





Fiction and Facts on Wages and _ The Fallacy of Equities as a 
Profits—An Answer to Mr. Murray’ 


By MILAN D. POPOVIC 
Vice-President, Blue Ridge Corporation 


Hedge Against Inflation 


By ALLEN M. BERNSTEIN 
President, Bernstein-Macaulay, Inc. 
Investment Counsel 
Economist demonstrates that now, as after First World War, prices 
of goods exert little effect on stock prices. Shows since 1939 share 
prices and earnings ratios have been far ouid:sianced by rises in 
national income, production, cost of living, corporate net worth and 
profits. Contrasts American “inflation of desire” with foreign 
“inflations of need,” holding that here public’s psychology will be 
predominant. Concludes neither selling nor buying decisions regard- 


ing stocks will be determined by inflation. 
It has been an oft-repeated theory that equities were a sound 
hedge against inflation. As a matter of fact, there seems reason 
for the theory. Oil, metals, machinery. plant, goods are all tangible+ 


Mr. 





This partisan brief is of interest because it provides an effective wealth, As prices of manufactured gocds or raw products advance, 
picture of the® 


“Os GUN TESS, 
|which ar 
pig ys 
| tations of that 


EDITORIAL 
| W wealth, should 


As We See It wealth, should 


| p pers. in 
Inflation Control Aspects Usually Overlooked 


price. 
The Treasury at long length has persuaded itself (or 


But after 
nine years of 
perhaps been persuaded by the President) to announce that 


inflation we 
again have 
proof —-as we 
did in our 
World War I 
postwar infla- 
tion —that 
prices of 
goods have 
little effect on prices of stocks. 

The accompanying charts are 
pictorial evidence of inflation—~ 
as expressed by national product, 
national income, corporate net 
worth and profits, and cost of liv- 
ing and wholesale prices. These 
are then compared with stock 
market action. The charts cover 
the period from the outbreak of 

(Continued on page 34) 


shorter term obligations. This step is generally taken as 
tantamount to an assurance that the “support points” on 
these types of obligations will be lowered, and that the 
effect will be to “stiffen” money market rates, particularly 
the shorter term rates. Reserve authorities who for some 
time have apparently been chafing at the bit, as it were, 
have promptly begun an increase in their rates. This action 
in turn enables member banks to raise their charges to their 


i ae eel 


Allen M. Bernstein 


thanks to “escalator clauses”’ contained in them. 


Thus it comes about that short-term money, from 
this time forward, generally will cost a small fraction 
of one percentage point more than it has been costing. 
Of course these increases are hardly more than micro- 
scopic enlargements of rates which are and have been 
for years at a low never dreamed of prior to the initia- 
(Continued on page 30) 
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Bank for International Settlements 
—lts Functions and Prospects 


By HERBERT M. BRATTER 


In answer to Mr. Bratter’s queries, Mr. Maurice Frere, Chairman of the Bank for International Settle- 

ments in Switzerland, discusses: (1) present need for the institution; (2) who are its supporiers; (3) 

its wartime history; (4) Mr. Frere’s negotiations in the U. S. regarding the Bank; (5) its present finan- 
cial status; and (6) its service in connection with multilateral compensation in Western Europe. 


Earlier in the “Chronicle” the writer described some of the wartime and postwar prob- 
lems of the Bank for International Seitlements.' At the time the writer visited the Bank’s 
headquarters is Basle some of these matters were still under negotiation and could not be 


freely discussed in print. Since* 


then a year and a half has elapsed | did with Germany during the war|do so expeditiously and without 


and various troublesome ques- 


| 


Herbert M. Bratter 


Maurice Frere 


tions have been gradually re- 


| solved. Mr. Maurice Frere, Chair- 


man of the Bank for International 
Settlements, in that and other 
capacities, has made several post- 
war visits to the United States.1 
As a result, understandings lately 
cave been reached with Secretary 
of the Treasury John W. Snyder 
which have cleared the way for 
the Basle institution to play a 
more active role in European fi- 
nancial affairs. Also, the B. I. S. 
and the World Bank have been 
cooperating: one result of that co- 
operation being the recent}y-an- 
nounced purchased by the B. I. S. 
issue of World Bank 
debentures expressed in Swiss 
frances, for the use of the Nether- 
ands.2 

In view of these and other de-| 


velopments, the writer in May 
|wrote to Mr. Frere in Basle a 
series of questions, which Mr. 


| Frere now has answered in great 
| detail. The questions fall into six 


main categories. Mr. Frere’s out- 
line of the system of multilateral 
clearing of currencies with the 


|help of the B. I. S. and what is 


|ative to American 


needed to make that effort a 
success will be especially inform- 
readers. 

Also dealt with by Mr. Frere is 
a maiter of considerable interest | 
ec Americans: the wartime rela- 
tions of the B. I. S. with Nazi 


| Germany; for one still remembers 
|the charges made by high U. S. 


Treasury officials 
War II that the 


during World 
B. I. S., whose 


(then Chairman was an American. 


| business 
| Frere points out 


was a Case of “an American doing 
with Hitler.” As Mr. 
in this “inter- 
view,” what business the B. I. S. 


1 Mr. Frere is also Governor of the Na- 


| tional Bank of Belgium, Belgium’s Gov- 
| erner of the International Monetary Fund, 


| and Alternate Governor 


of the Interna- 


| tional Bank for Reconstruction and De- 
| velopment. 


| 


2 Cf. articles by the writer in “Chron- 
icle’’ of Oct. 31, 1946, ‘“‘What Future for 
Bank of International Settlements’; and 
July 10, 4947, “Clarification of Interna- 


| tional Settlements Bank.” 


land 


was with the knowledge and con- 
sent of the British Government. 

The six groups of questions and 
Mr. Frere’s replies follow: 


What Need for B. L. S. Now? 
What need is there for the 
Bank for International Set- 
tlements, now that we hav. 
the World Bank and_ the 
Fund? Are they in any sense 
competitors? What were the 





functions of the Bank for In- | 


ternational Settlements in the 
past and what are its possible 
functions in the future? 


Since its foundation in 1930 the 
B. I. S. has developed more and 
more. into a technical institution 
iurthering cooperation 
European central banks. With a 
simple and inexpensive adminis- 
trative apparatus it has gained ex- 
perience in the midst of difficult 
unforesee1- circumstances: 
the outbreak of a financial crisis 
in central Europe in 1931; the 
suspension, in the same year, Oo! 
reparation payments in conse- 
quence of the Hoover Moratorium, 
and of the international working 
of the gold standard in conse- 
quence of the devaluation of ster- 
ling, followed sooner. or later by 
nearly all the other) currencies; 
then a prolonged period of po- 
litical tension and ultimately war. 


The B. I. S. is bound by its 
statutes to carry out all its op- 
erations in agreement with the 


respective central banks and there 
has, in fact, never been any pos- 


‘sibility that the B. I. S. would act 


in a manner contrary to the lines 
of financial and monetary policy 
pursued by those countries in 
whose markets or with whose 
currencies it is dealing. 

The functions which the B. I. 8S 


is in a position to perform may be 


summarized as follows: 


(a) The Bank remains a perma- 
nent point of contact for European 
contributing 
meetings to 
the development of a spirit of co- 
operation and mutual confidence 


central banks, 
through its regular 


ceniral banks. 
the last 17 


between 
(>) in 


monetary system 


ployed by _ individual central 
banks. 
(c) Through its close contact 


with central banks the B. I. S. has 
position to undertake 
and 
foreign exchange chiefly for ac- 
count of the central banks them- 
selves, with a saving in costs thai 


been in 
transfers 


a 
and sales of gold 


is often considerable. 


(d) The B. I. S. has frequently 
granted short-term credits to cen- 
banks and has been able to 


tral 


between | 


years the 
B. I. S. has acquired a thorough 
knowledge of the special condi- | 
tions under which the European 
functions and' 
particularly of the methods em- 
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undue formalities. For a central 
bank it is often important to ob- 
tain a temporary facility almosi 
cvernight. (It is, for instance. 
normal for the B. I. S..to supply 
a central bank with, say $5 mil- 
(lion on a simple telephone con- 
versation confirmed by cable.) 

(e) The B. I. S. has developec 

a system of accounts expressed in 
'a weight of gold, which has been 
used in particular for settlement 
between postal administrations; 
| the same facilities might with ad- 
ivantage be utilized more and 
more by central banks, which 
would then be debited and 
credited with fractional amounts 
calculated in a weight of gold 
without any actual movement o 
gold in bars or settlement of credit 
balances in cash. 

(ft) Well before the’ war the 

B. I. S. had begun to arrange 
short-term commercial credits be- 
| tween central banks, especially in 
|cases where exporters were un- 
|able to cover their claims in 
foreign currency at anything like 
normal terms. Such credits might 
be of even greater service at ; 
time when most of the forwara 
exchange markets remain closed 
and intervention by central banks, 
therefore, more necessary than 
ever. 

(g) In the past the B. I. S. has 
frequently acted banker or 
trustee tor international organiza- 
tions (the Red Cross, the Interna- 
tional Labor Office, the League of 
Nations, etc.) and in this field the 
advantages of having recourse to 
a purely technical and non-po- 
litical organization, whose assets 
enjoy special protection, are ob- 
vious. 

(h) After a series of conversa- 
tions in Washington, the Presi- 
dent of the I. B. R. D. and the 
Chairman of the Board of Direc- 
tors of the B.1I.S.. by an exchange 
of letters in April, 1947, agreed 
upon permanent cooperation be- 
tween the two institutions. This 
| cooperation first took the form of 
|collaboration between the two 
research departments and of 
| technical assistance to the repre- 

sentatives of the International 
Bank in Europe and, more re- 
cently, of the issue of its bills, ex- 
pressed in Swiss frances in favor 
of the Dutch ,Government, with 
the cooperation of the B. I. S. Co- 
operation with the Monetary Fund 
has also recently been organized 
by collaboration between the re- 
search departments and by mutual 
visits in Basle and Washington. 
Representatives. of the Interna- 
tional Bank and of the Monetary 
| Fund will attend the annual gen- 
eral meeting of the B. I. S. to be 
held in Basle on June 14. The 


a 


as 


B. I. S.. which under its statutes | 
banking | 


has wide powers of a 
nature, including the receipt of 
deposits and the granting of short- 
term credits, is a European tech- 
nical organization which does not 
compete with, but is complemen- 
tary to, the Bretton Woods insti- 
tutions and may, indeed, under- 
take for them, by mutual agree- 
ment, operations which they con- 
sider desirable but which they are 
not legally in a position to carry 
out themselves. It is hardly nec- 
essary to recall that the B. I. S— 
unlike the International Bank for 
Reconstruction and Development 
—has never been, nor could 


(Continued on page 26) 
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| year, 


| ail 


| President called a 


| objection 


Truman Foresees $1'4 Billion 


Budget 


In annual mid-year review, President blames 


Deficit 


“ill timed” tax reduc- 


tion for portended excess of expenditures over receipts. Scores 


Congressional bookkeeping device 


which applied part of 1948 sur- 


plus to expenditures of subsequent fiscal year. Sees no immediate 
additional deb: reduction. 


President Harry S. Truman released on Aug. 15 the annual mid- 


year review 


mated receipts of slightly under 


ating’ deficit © 


of around $1.5 
Dillion. 15 
making this 
estimate, the 
President ig- 
nored the 
transfer by 
Congress of $3 
billion from 
the surplus of 
the fiscal year 
to be applied 
to outlays in 
i949 fiscal 
and if 
included, 
would lead to 
adjusted 
surplus of $1.5 billion. This, the 
“paper sur- 
plus.” The situation was used by 
Mr. Truman as a defense of his 
last Spring to tax re- 
duction, when he vetoed the tax 
reduction measure, 


The text of the President’s state- 
ment follows: 





President Truman 


PART I 

Summary 
Budget receipts for the fiscal 
year 1949 are now estimated at 


$40.7 billion, $3.7 billion less than 
was estimated last January. This 
lower estimate of receipts reflects 
the impact of the Revenue Act of 
1948. It assumes a continuation 
throughout ‘the fiscal year of ap- 
proximately the present level of 
incomes. 

Budget expenditures are esti- 
mated at $42.2 billion, an increase 
of $2.6 billion above the estimate 
made in January. 

On the basis of these estimates, 
an operating deficit of $1.5 billion 


for the fiscal year 1949 is indi- 
cated. However, the Economic 
Cooperation Act required the 


transfer of $3 billion of the 1948 
surplus to pay part of the 1949 ex- 
enditures under that Act. This 
results in an adjusted surplus of 
$1.5 billion for 1949. (Table 1.) 

During the past three years I 
have repeatedly taken action to 
enforce sound and prudent man- 
agement of our fiscai affairs, in 
order to curb inflationary pres- 
sures, to safeguard our financial 
position, and to permit reduction 
of the public debt. 


Nevertheless, as we enter the 


fiscal year 1949 we can foresee 
only a “paper” surplus of $1.5 bil- 
lion. This should be a _ sobering 


thought for all of us. Such a sur- 
plus — even if it were real, rather 
than produced merely by a book- 
keeping shift from cone year to 
another—would provide a finan- 
cial margin far too small in view 
of present-day uncertainties and 
the necessity of reducing the debt 
during periods of prosperity. 


In the message accompanying 
the 1949 Budget I stated that the 


of the Federal Budget, 
expenditures for the 1949 fiscal year 


in which he estimated budget 
at $42.2 billion, against esti- 


$41 billion, indicating an oper- 





Budget “demonstrates alike the 
neavy responsibilities of our in- 
ternational position and our con- 
cern for the maintenance of a 
sound domestic economy.” I also 
pointed out that “our Budget must 
remain high until we have met 
our international responsibilities 
and can see the way clear to a| 
peaceful and prosperous world.” | 

Events of the past six months 


| have added emphasis to these 
facts. We have been compelled to | 


J.K.Rice,Jr.&Co. 


requirements for 
At the same 


re-examine our 
national defense. 
time, the Federal Government, 
like the private citizen, has had 
to meet rising prices. In an effort | 
to keep benefits, services and sal- 
aries in step with the mounting , 
cost of living, the Congress has | 
enacted increases in_ veterans’ | 
pensions, other veterans’ benefits, | 
grants to States for public assist- 
ance, Federal salary scales, and | 
other programs. 


Events of the last six months 
have added emphasis to these | 
cannot plan our fiseai policy on | 
the basis of a single year only. 
Programs already authorized for 
the National Military Establish- 
ment will require a higher 
of expenditures for the fiscal year 
1950. Expenditures for the Euro- 
pean reeovery program will reach 
their peak in the same _ year. 
These increases cannot be met 
next> year by the convenient 
bookkeeping device Of a 3-billion- 
dollar transfer. 

During the fiscal year 1948, the 
debt was reduced from $258 bil- 
lion to $252 billion. Qn the basis 
of present estimates no further 
debt reduction can be achieved 
this year. Indeed, as long as the 
present fiscal outlook prevails, we 
may face an expanding debt — 
even in a period of high national 
income when financial prudence 
clearly would dictate continuing 
debt retirement. 

It is possible that further infla- 
tionary developments may pro- 
duce higher revenues than those 
now estimated — revenues might 
even rise above expenditures. 
Even if this should prove true, 
however, it is hardly sound fiscal 
policy to rely on inflation as a 
method of balancing the Budget. 

To cut government revenues in 
the face of expanding national and 
international requirements, and at 


a time of incréasing inflationary 
pressures, was obviously a grave 
error. 


Appropriations and Other 
Authorizations 

In this review prospective gov- 
ernment outgo has so far been ex- 
pressed in terms of estimated ex- 
venditures. It is also necessary to 
consider the appropviations and 
other authorizations enacted by 

(Continued on page 31) 
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A Defense of Truman’s Anti-Inflation Program 


By LEON KEYSERLING* 


Vice-Chairman, Council of Economic Advisers 


President’s economic adviser, asserting bad thing about inflation is not rising prices, but maladjust- 

ments and dispar.ties occurring in the process, defends foreign aid program as well as Administra- 

tion’s specific anti-inflation proposals. Says increasing production or reduced consumption alone are 

not feasible solutions of problem, and denies Federal housing program or agricultural price support 

are inconsistent with anti-inflation program. Favors consumer and other credit curbs as well as allo- 
cations and selective price controls and advocates excess profit tax. 


There is little need to enter into an extended demonstration of the fact that infla- 
tion is still on the march. Prices are still going up, and reaching new peaks. The, price- 
wage spiral is augmenting. The suffering of the primary victims of inflation is increasing. 


While a year 





—————————w 





flation and by the same token} production, and many other thing: 


Politics and Prices 


By ROGER W. BABSON 
Mr. Babson, though predicting Republican party victory, expresses 
doubts Congress will accept drastic cure of inflation by heavily 
curtailed government expenditures. Says prices are likely to remain 
high until “a national bust” follows, and forecasts stock prices for 
remainder of year will fluctuate between 165 and 185 for the 
Dow-Jones Industrial Averages. 


It may be safe for investors to assume that Dewey and Warren 
will be elected in November; but it is not safe for them to believe 
that under a Republican Administration everything will be “peaches 


and cream.” 

This 
4. O-t bg 
increasing 
cost - of - liv- 





con-@ 





to go along with him. Hence, I 
visualize prices to continue high 
until people stop buying and a 


comin” ago, eS | there is nothing desirable about it.| that make our nation what it is ing must be national bust follows. afd 

there was di- There is no assurance that an “ad-| we would then have no probler licked in Wallace may be very unwise im 
vision of justment” along such lines would of inflation. But we would los: some way. his Russian attitude; but he may 
opinion as to afford succor to the millions of | infinitely more than we woulc Mr. Truman | be a better business prophet than 
whether ‘families who are the _ primary) gain. has mm a dejeither of the other two candi-~ 
the forces of victims of inflation; on the con-| It is true that if we decide tc some sugges- dates. I repeat that Sross busi-— 
inflation trary, we know full well that! divert more of our resources to < tions as_ to} ness should rig up for two = 
were nearly rising unemployment and a slack-| particular purpose, such as foreign how to stop| ag e  otlit t Pree: all pert e 

spent, there is ening of industrial activity would) gid or preparedness, we will fo1 prices rising| w e U.S. mill soi hes ratesy to pre~ 
no such di- put these families in an even|the time being not have thosc any mor e .| vent unemployment. | This, how- 
vision now. worse position than they are! same resources available for othe: Whether ever, bese be hs aage agg only at 
Bugis ¢a2 now. Nor is there any assurance| purposes. But there is no good Tainuoonee: i a May the —~_ % 
journals and that such an “adjustment,” even reason why a decision on grounds mi Sekees Me reget 





business econ- 
omists join 
with others in 
apprais- 
ing the current situation as highly 
inflationary. The proponents and 
opponents of the anti-inflationary 
program now before the Congress 
are not divided in this appraisal. 
The overwhelming majority of 
them seem to agree that inflation 
is still very much with us; their 
division of opinion is limited to 
what are the main causes of in- 


Leon H. Keyserling 


if tolerable, would stop at some 


what is called deflation. The 
prospect is all too real to be over-, 
looked that our highly sensitive 
economy cannot start rolling 
down this kind of hill without! 
rolling into the valley. 

In essence, the bad thing about 
inflation is not the high price 
level in itself, but rather that the 
maladjustments and _ disparities 
which are occurring in the process 


C ; |of national policy to divert man- 
nice and convenient point be-) 
tween what is called inflation and 


power and other productive re- 
sources to one purpose rather 
than to another should prevent us 
from dealing more equitably with 
our people at home or from 
checking the economic maladjust- 


During the war, we diverted 
about half of our output to non- 
civilian use and yet, through af- 
firmative economic policies, we 
actually raised civilian standards 
of living and ended the war on a 





practical dur- 
ing peacetime is debatable; but 
Mr. Truman should not be abused 
for making these suggestions. He 
is at least trying to get the prob- 
lems discussed at once before it is 


: | too late. 
ments which are now under way.) . 


Otherwise, on November third, 
it will be found that the combined 
Truman - Wallace popular’ vote 
will exceed the Dewey vote even 
although Dewey is elected. This 
could easily take the enthusiasm 


What About Stocks? 


This situation I foresaw when 
writing last December my fore- 
cast for 1948. I then feared that 
net profits would decline during 
the latter part of this year evem 
although gross business remained 
at high volume. I yet see no 
reason for changing this forecast 
even with the probabiiities of a 
Republican victory on Nov. 2. I 
haven't forgotten what Calvin 
Coolidge once said to me. “Bab- 
son, conditions do elect Presi- 


flation and what are the main of inflation victimize countless) fairly promising footing for last- OUt of the election of the Dewey- cape ae 
remedies to be applied. Some individuals and threaten the jing economic prosperity. Grow-, Warren ticket. The electoral ee presidents do not elect 
favor the proposals that have been maintenance of maximum em- jing maladjustments have devel- voting system will help Mr. =e : 

advanced on the ground that they ployment and the achievement of, oped since then, not because we Dewey this year; but it will not The above is one reason for 


will help remedy the _ inflation, 
while others oppose the very same 
proposals on the ground that they 
would aggravate the _ inflation; 
but almost all agree that the in- 


maximum production. The main 
reason for wanting to combat in- 
{lation is that it jeopardizes pros- 
perity. We cannot wait, for or 
solicit the kind of cure that kills 


have undertaken certain essential 
programs such as foreign aid and 
preparedness, but because we 
have done so little, to deal with 
the disruptive forces which have 


help elect a Republican Congress 
two years from now. It is very 
possible that a Democratic Con- 
gress may then be elected. 


How to Lower Prices 





forecasting that, during the bulk 
of this year, the Dow-Jones In- 
dustrial Averages will range be~ 
tween 165 and 185. I continue ta 
make this forecast. As the cam- 
speeches warm wise 


flationary problem has become the patient, been released by the actions of so | poe ae ~~ sl - up 
more acute, Under such circum- Against this background, we men and can likewise be con- The difficulty with Mr, Tru- at wil a shat the a 
stances, to bring before this in- may make a general appraisal of tained by the actions of men. man’s proposals for an excess! publicans are to be in a terrifie 


formed committee the accumu- 
lated evidence that the danger of 
inflation is still here, beyond the 


the relative weight and signifi- 
cance of some of the explanations 
advanced as to the causes of in- 


Inflation and Increasing 
Production 


profits tax, price fixing and ra- 
tioning is that these laws do not 
produce more food and goods. He 


dilemma. If Dewey is determined 
to reduce prices, this means defla- 
tion, lower wages and the removal 


evidence contained in the various flation and some of the economic The second point in evaluating can reduce beef to 50 cents a of price supports. If the Repub- 

charts and figures already re- proposals made to combat the Measures to combat inflation is pound, but the ranches will not  licans don’t deflate but let high 

ferred to, would be carrying coals dangers and maladjustments of that increased production alone is ship as many cattle to market. | prices ride, they are headed for a 

to Newcastle. The question is no jnflation. ' not a feasible solution. In the He can fix the price of shirts at| bust sometime, Hence, it seems 

longer what the factual situation first place, with full employment, $2.50, but there will be no shirts! advisable to take protits when the 

is, but rather what to do about it. Inflation and Foreign Aid shortages of materials, and almost to buy at this price. In peacetime) Industrial Averages are around 
The only prospect now being The very first point to be made full utilization of our resources such legislation would create a/| 185. 


held out for relief from the dan- 
gers of inflation in our strained 


involves firm, unalterable recog- 
nition that we must conquer in- 
flation 


we cannot increase production 
very much in the short run and 
must live with that fact. Cer- 


tremendous black market. 
There, today, are only two ways 
to lower prices. One of these is 


June Exports 


economy, without benefit of an while meeting our (7° rs : : : } 

affirmative program, is that there essential obligations as a nation, t@Mly, price inflation is not driv- to lower wages which very tew| The Department of Commerce 
will be a gereral softening of) and not by avoiding these obli- 18 production upward. In the Congressmen have the courage tO| reported on Aug. 17 June exports 
demand which wll reduce prices. gations, Sufficient examples of, S¢COnd place, mere increase in| do, The other and most practical at $1,013,100,000, a decline of 
This is nothing more than a this are the foreign aid and pre- Production will not by itself cor- method would be by monetary! $89,800,000 from the May figure. 
sugar-coating of the bitter pill paredness programs. Even if Tect the maladjustments already) means, As the tremendous in-|jmports in the same month in- 
that inflation of course will be| these programs were complicating indicated in the price-income| crease in U. S. money (from | creased from $549,300,000 to $615,- 


over when unemployment mounts | 
and when the economy passes 
from a “seller’s’” to a “buyer’s” | 
market. There is rothing new. 
about that kind of relief for in- 





*Part of statement of Dr. Key-| 
serling before the Senate Com-| 
mittee on Banking and Currency, | 
Aug. 4, 1948, 


the inflation problem far more 
than they in fact are, we would 
have to carry these programs for- 
ward nonetheless. To be sure, if 
we abandoned foreign aid, and 
preparedness, and _ agricultural 
price supports, and the good liv- 
ing standards that come with good 
wages, and the goal of maintain- 
ing maximum employment and 
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advertisement appears as 
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This entire issue hes been placed privately at the principal amount and this 


$1,000,000 


a matter of record only. 


structure; taken alone, it might 
maladjustments, 
general balance between produc- 
tion and consumption. If this 
were not true, no one would be 
able to understand how a business 
upswing ever turns into a business 
downswing. The truth is that 
our immediately soluble problem 
is less one of total production than 
of the composition of production 


‘and the distribution of the 


| product. 


Prices under un- 


| restrained inflation are operating 
to induce the production of toc 
much of some things and not 


(Continued on page 20) 





| seven billions to 28 billions in 10 
even accentuate some of these)! 
particularly the| 


years) is the primary cause of in- 
flated purchasing power and high 
prices, so the only cure is to de- 
flate purchasing power. This 
could be done by curbing govern- 
ment purchases and expenses, by 
restricting instalment buying, and 
by removing support to the prices 
both of government bonds and 
agricultural products. 


Has Dewey the Courage? 

Mr. Dewey—if 
have the courage to propose such 
a drastic cure, but he would have 
great difficulty in getting a Re- 
publican or Democratic Congress 





elected—may | 


Perry Dryden With 





600,000, representing a gain of 
$66,300,000. The decline in ex- 
ports was general in all classes of 
products except crude foodstuffs. 
Exports to all nations participat— 
ing in the European Recovery 
Program show also decreased 
U. S. shipments, totaling in June 
$354,700,000 against $393,500,000 
the previous month. Imports from 
these countries, on the other hand 
registered a slight gain. 
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Foelber-Patterson Adds 

(Special to Tue Frnanctat CHRONICLE) 

FT. WAYNE, IND. — Foelber- 
Patterson, Inc., Lincoln Bank 
Tower, has added Fred Freimuth 
(to the firm’s staff. 
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Observations .... 
By A. WILFRED MAY 























Some Economics Priming 


In lieu of the traditional five-cent cigar, what the country needs 
is education in elementary economic fundamentals. Stimulated by 
the current Election Year warfare—but by no means confined to the 
political arena—is the remarkably widespread dissemination and 
public acceptance of gross misconceptions. In 
such fields as taxation, wage-and-profit relation- 
ships, incidence of the high cost-of-living, and 
the gold reserve ratio, by blatantly disregarding 
the readily ascertainable facts, our democracy 
surely is defeating its own interests. In any 
event, it surely is urgently necessary that those 
facts be disseminated far-and-wide by disinter- 
ested sources. 

General misapprehension is, of course, fur- 
thered by the lack of objectivity tied to the per- 
sonal axes which so many of the-community feel 
they must grind. Thus, ’midst the outcry against 
“inflation,” what is really wanted is deflation or 
dis-inflation for the other fellow. The pleas- 
anter concomitants of boom business and a rising 
price level are wanted alike by the farmer, the 
worker, the businessman, and those concerned 
with international problems, such as the strength 
of the U. S. versus that of Soviet Russia and ranging even to the 
supposed effects of economic trends here on the future status of 
Britain and her Lakor Government. 


Nevertheless, we must assume that there is a residue of our 
community which is still susceptible to guidance toward taking a 
disinterested and constructive view of the current ccntroversial 
issues. 


Surely one of the complaints most volubly expresed in the pop- 
ular press as well as in the propaganda pamphlets and on the 
political platform, deals with the alleged special damage being in- 
flicted on the low and middle-income wage earner by the price rises. 
With varying detail it is claimed over and over again that the wage 
earner is the country’s forgotten man; that the ‘average family is 
being put through the wringer.” 

Actually, however, it should be realized that, according to official 
government figures, in the 1939-1947 period the cost of living index 
has risen by 60%, whereas average weekly earnings have exceeded 
this by a rise of 106% in wages and in a 180% rise in salaries paid 
to employees. Certainly the workers have enjoyed a great increase 
in their purchasing power. Since 1929 real weekly earnings have 
risen by 45.5%. Thus complaint is really applicable only to the fact 
that such benefit was not distributed with absolute uniformity— 
a utopian result unachievable in any free society. 


Really “Through the Wringer” 
If we want to take note of a really forgotten man the company 
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stockholder is exhibit number one. In the first place, taking a look | 
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‘Mme trend of industrial production last week was maintained 
it a steady and very high rate for the country at large. However 
such factors as vacations, minor labor disputes in scattered sections 
ind searcities of some essential raw materials worked to lower output 
‘h some lines. In keeping with the high production rate, unemploy- 
rent claims showed a slight decrease in some areas and payrolls as 
a consequence, continued steady and high. 

q * 4 % 





In a review of industrial performance for the first half of 1948 
nd iis effects on the American economy, the Cleveland Trust Com- 
vany of Cleveland, Ohio, in its August Business Bulletin, observe: 
hat it was marked by sustained high production, another round oi 
wage increases, and an all-time peak in the wholesale commodity 
xrice index. With respect to inflationary booms, it states that they 
-ome to an end sometime. but hastens to add, “This one is still 
upported by unsatisfied demand in important heavy goods industries 
together with large over-all purchasing power.’ Continuing, 1 
points out, “A well-worn but appropriate example is that of automo- 
biles. Recent evidence indicates that the waiting-lists are still long 
ind that substantial premiums are being paid for almost every makc 
f car in the “used” car lots. But when the backlog of orders ha: 
finally been worked off, the price element will become considerabl) 
more important in the individual’s decision as to whether to bu) 
or not to buy.” 

Setting forth the basic factor behind rising prices it draws atten- 
tion to the expansion of the money supply, and hence of purchasing 
power, which has been at a faster rate than the expansion in the 
osutput of goods. “Inflation,” it says, “is a serious problem which 
deserves a realistic approach. Congress in special session has agair 
been asked to authorize certain government controls, including lim- 
ited price control and rationing. Aside from the question of how 
limited the controls, once adopted, would prove to be, there ar 
ther difficulties with the proposed solution. In themselves, pricc 
control and rationing would not add to production or reduce po- 
tential purchasing power. Moreover if any anti-inflation program 
is to be effective all policies of the government should be coordi- 
y ated and directed toward that end. There is inconsistency between 





whatever their merit, of supporting the prices of agricultural prod- 
ucts, encouraging easy mortgage money through guaranteed loans 
keeping interest rates low by supporting the prices of Treasury bonds 
and spending a good deal more than ought to be required for neces- 
sary purposes under maximum operating efficiency.” 

Concluding, the Bulletin states, “Government controls are justi- 
fied in war, when everything is subordinated to the preservation 0' 
the nation. But the public should realize that once it enters the roac 
of peacetime controls, it is not so easy to turn back. The road lead: 
ultimately to an economy planned and ruled by bureaucracy. Tne 








at stock prices we see that since 1939 ihe Dow-Jones average of | British have discovered that a planned economy brings into being a1 


industrial shares has risen by only 26%. 
element of dividend payments, we see that as compared with prewar 
they have increased by only 51.2%, contrasted with the 140% con- 
current rise in wages paid by industry. 

Expressed another way, the total of wages and salaries paid 
in 1946 had a purchasing power of 71% more than the total paid in 


1939; but the dividends paid in 1946 had a purchasing power of only | 
5% more than the aividends which had been paid in 1939. As com- | 
pared with 1929, wages and salaries in 1946 had a greater purchasing | 
power by 75%, while dividends actually had a fall in purchasing | 


power of 16% below the earlier period. 

What has happened to the living standards of different classes of 
the community insoiar as their command over goods and services 
has been affected by low interest rates and taxation is clearly illus- 
trated in’ a study recently made by the National City Bank of 
Wew York. This demonstrates that relative to their respective lots 
in 1930, the coal miner is 191% better off, the textile worker 139% 
and the automobile worker 132%; while, on the other hand, the 
small stockholder, ailegedly feeding on the “excess profits of the 
giant corporations,” is only 79% as well off, the well-to-do stock- 
holder 58%, and the so-called wealthy stockholder only 31%. 


Tax Foibles 

The taxing process furnishes another medium for general be- 
fuddiement by the community as well as a convenient tool for 
political demagoguery. In the face of the stale charges about taxes 
helping the rich, the truth should be proclaimed again and again 
that the latest tax bill reduced the impost on 40 million of our citizens, 
and entirely excuses from the tax rolls 744 million from the lowest- 
income groups. 

There are many other tax fallacies particularly rampant now, 
based on the “soak-the-rich” premise through such avenues as rate- 
progressivism, excess profits levy and supplying increased social 
security benefits—which will be analyzed in our future cbservations. 


Gold Still “A Shibboleth” 


Again illustrative of prevaient loose rationalization has been 
the recent successful opposition to the legislative propcsal for the 
restoration of the 40% gold reserve behind Federal Reserve notes 
from the present 25% requirement. 
begin to introduce some kind of self-discipline in our monetary 


management, and to put a top limit on unbridled printing press-ism 


/equate supplies with demand. 


Taking the more basic | Unbelievable mass of rules, restrictions, orders, and regulations whicl 


| harass citizens in their daily activities.” 
* F se % 





It has become quite obvious that if the Administration in Wash- 
ington withheld support of farm prices in the face of prospective 
bumper crops, the blow to commodity markets would indeed be 
| severe and to all business as well. 

In appraising the prospect for lower food prices in the face of 
the bumper crop outlook, the National City Bank of New York in 
its August letter touches upon the question of farm supports by 
| Stating, “sight must not be lost of the Government’s policy of sup- 
| porting farm prices. Mention already has been made of the expected 
heavy movement of wheat and feed grains into the loans this year 
| Just recently, the Government has announced an added support tc 
| grain prices through a purchase program whereby farmers may sc- 
cure an option to deliver grains to the Government at the loan leve! 
anytime up to the end of next May. This eliminates the red tape 





’| of loan applications and the need of placing wheat in storage positions 


| eligible for loans, but at the same time gives the farmer an incentive 
|for withholding his wheat for higher prices, without incurring an) 
risk should prices go lower.” 

Showing how government policy also is working against a lower- 
ing of the cost of living in other directions, the Letter draws attentiox. 
to the action of the Secretary of Agriculture in cutting the sugar 
quotas twice by a total of 800,000 tons, thus resulting in an artificial 
tightening of supplies, which has caused a rise in the price of refinec 
sugar. Late last month, the Letter points out, “quotas were raised 
by 200,000 tons in response to widespread criticism from sugar con- 
suming industries. Through purchase and !can operations the Gov- 
ernment is engaged at the present time in pegging prices of eggs 
and potatoes, which otherwise would be seeking lower levels to 
It purchased the dried fruit surplus 
(Continued on page 29) 





Time Inc. 





This basic move looking to| 


has been decried in a leading current article in one of our most | 
respected journals us a “sham” which “could seriously hamper the | 


power of the reserve system to meet a future panic”; 


and by such | 


monetary “liberals” as Representative Patman as crippling the Re-| 
serve System’s power to rig the government bond market and to) 


continue its morietization of the debt. So the indicated will of the 


public is to flee from even a remote curb on unbridled management | 


and spending by means of the printing press. 


Perhaps thai is the supposed desideratum—but at least let 
there be an end tu its camouflaging. 


Kingan & Co. 
McGraw (F. H.) & Co. 
American Maize Products Co. 
Bought—Sold—Quoted 
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the desire to curb inflation and the existing governmental policies, 


Morris Rich Joins Staff 
Of Weingarten & Go. 


Morris Rich has »ecome associ- 
ated with Weingarten & Co., 551 
Fifth Avenue, New York City, 
/members of the New York Stock 
Exchange. Mr. Rich, an invest- 
ment economist, since 1944 has 
been j:ublishing his own inde- 
pendent advice, which service he 
has discontinued in order to re- 
enter the brokerage field. Prior 
to 1944 Mr. Rich had for many 
years written a weekly service on 
the Amcrican market which was 
published by an investment ad- 
visory firm. 

OE 


Two With Ziegler & Co. 


(Svecial to Tue FrnaNncrat CHRONICLE) 

WEST BEND, WIS.—Matthew 
N. Gonring and Andrea O. Schmidt 
are with B. C. Ziegler & Co. Miss 
Schmidt, who was formerly with 
John A. Schmidt Investment Com- 
pany, will be in the Chicago of- 
fice, 39 South La Salle Street. Mr. 
Gonring will be in the firm’s 
main office, 215 North Main 
Street, West Bend. 








With Cray, McFawn & Co. 


(Special to THe FrnanciaL CHRONICLE) 

DETROIT, MICH.—Roland W. 
Kersten has joined the staff of 
Cray, McFawn & Co., Ford Bidg., 
members of the Detroit Stock Ex- 
change. 





J. A. Wolf in Chicago 

(Special to THe FIrNaNcraAL CHRONICLE) 

CHICAGO, ILL.—J. A. Wolf is 
engaging in a securit-es business 
from offices at 407 South Dear- 
born Street. 
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America’s Role in the Economic Situation 


Member, 


By M. 8S. SZYMCZAK 


Board of Governors of Federal Reserve System 


Asserting European recovery is essential to world stability and enduring peace, Federal Reserve 
Governor points out need of implementing Marshall Plan. Says European progress is retarded by 
slow German recovery and defends ECA application to Western Germany. Lauds European Recovery 
Program as promoting restoration of intra-European trade and calls for cooperation of all U. S. Gov- 


ernment departments and agencies in fostering its operations. 


Holds though expense of program 


involves sacrifice, it is much less than heavier defense expenditure that would be involved without 


it. Stresses value of U. S. leadership. 


I shall speak on the problem of European recovery and on the role of the United 
States in assisting Europe to return to a self-supporting basis. As you all know, this 
country is now engaged in a great European Recovery Program, involving the expendi- 

ture of billions* 


o£ 


which 
such an im- 
portant part 
of our present 
foreign policy, 
is based not 
only on hu- 
manitarian 
considerations 
but on 
conviction, 








heartily share, 
that European 
recovery is 
essential to 
world stability and to the attain- 
ment of an enduring peace. 

In speaking about European 
economic problems, I may refer to 
my personal experience in Europe, 
both during the war and in 1946- 
47. When I was sent to western 
Europe in 1944, it was clear that 
the recovery of the war-ravaged 
countries would be a long and 
painful process; but, flushed with 
recent Allied victories, most lead- 
ers were more optimistic than the 
economic conditions warranted. 


M. S. Szymczak 


Two years later, this optimism in | 
way to} 


had 


DENVER 


many 


places given 
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CRIPPLE CREEK 
GOLD MINES 


FOR LEASE 


Long-established company, owners 
of several well-located Cripple 
Creek properties, will grant long- 
term leases on mines from two to 
forty acres with past production 
records ranging to $4,000,000.00. 
References exchanged. Engineering 
supervision if desired. Write. 

Joe Dandy Mining Company 
315 Colorado Bldg. Denver 2, Colo. 
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Puget Sound Power & Light Co. 
Maryland Drydock 


(Reports on Request) 





Kent-Moore Organization, Inc. 
(Prospectus Available) 


BUCKLEY SECURITIES 
CORPORATION 


1420 Walnut St. 44 Wall Street 
Philadelphia 2 New York 5 
PEnnypacker 5-5976 WHitehall 3-7253 
Private Wire System between 
Philadelphia, New York and Los Angeles 








the | 


whieh ii 


dollars.| despair. It was realized that even 
This program,|the progress already made could 
forms) 


not be maintained without con- 
| tinued large-scale assistance from 
he United States. Out of this 
‘despair was born the conviction of 
‘the inter-dependence of the eco- 
‘nomic interests of Europe and the 
| United States. and thus the path 
| was cleared for the European Re- 
zovery Program. 


Europe’s Disruption 

The nature of Europe’s present 
‘economic crisis is not difficult to 
understand, but it requires a re- 
view of a few facts concerning tae 
‘prewar situation. Before the war, 
ithe prosperity of European coun- 
itries, like that of most other ad- 
}vanced nations, was highly de- 
/pendent upon foreign trade. By 
specializing on the kinds of pro- 
duction that each country could 
perform efficiently, and obtaining 
other goods through the channels 
of international trade, European 
countries were able to acnieve 
much higher standards of living 
than would have been possible 
had each country attempted to be 
self-sufficient. It should be em- 
| phasized, however, that while the 
European countries were not self- 
| sufficient, they were self-support- 
|ing. They paid for their pur- 
chases of goods and services from 
abroad mainly in two ways: first, 
with the earnings from their ex- 
ports of goods and services, aad, 
second, with the income from in- 
vestments whicn they had made 
overseas. Thus their purchases 
from abroad were covered by 
their earnings from abroad. 

The effect of the war was to 
ilter this situation profoundly. In 
first place, the war brought 
about appalling destruction of 
factory buildings and equipment 
and of transportation facilities, in- 
cluding merchant fleets. The 
effect of this was greatly to re- 
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duce the capacity to export goods 
and services. In the second place, 
a large part of the foreign invest- 
ments of European countries was 
destroyed by enemy action or had 
to be sold to meet the cost of the 
war. Thus these countries lost an 
important source of earnings that 
had gradually been built up dur- 
ing the ccurse of centuries. 


Deprived of a large proportion 


of their 1.ormal external earning 
power, European countries at the 
end of the war were confronted 
with a desperate situation. In the 
absence of generous and prompt 


assistance from atroad, wide- 
spread starvation would have 
been inevitable and on a= scale 


which would have quickly led to 
revolutionary political changes. 
Fortunately, emergency relief as- 


sistance was immediately forth- 
coming on an extensive scale. 


Through UNRRA (the United Na- 
tions Flelief and Rehabilitation 
Administration) and other 
agencies, the United States Gov- 
ernment poured billions of dollars 
of relief expenditures into Europe 
in order to alleviate the acute dis- 
tress occasioned by the war. 


Relief Measures Insufficient 


It was clear irorn the outset, 
however, that Europe’s problems 
could not be solved by mere relief 
measures. The’sharp qaisparity be- 
tween import requirements and 
earning capacity could be nar- 
rowed only by measures designed 
to increase the ability of European 
countries to produce and to ex- 
port. With foreign investments 
largely dissipated as a result o! 
the war, it was clear that the 
volume of Eurovean exports 
would have to be raised to a level 
much above that prevailing before 
the war if prewar living standards 
were to be restored on a self-sus- 
taining basis. The necessary in- 
crease in production and exports 
could be attained only by meas- 
ures of a recovery rather than a 
relief nature—that is to say, by 
measures intended rect only to re- 
store but to improve the European 
productive machine. To accom- 
plish this, however, required 
outside help. Without outside as- 
sistance, European labor’ and 
resources would have been re- 
quired almost entireciy for meeting 
the immediate urgent needs of 
consumption, and could hardly 
have been used for investment 
purposes, no matter how produc- 
tive, which would not yield an 


| immediate return. 


At the end of the war, produc- 
tion in Europe was far below the 


(Continued on page 28) 


| LETTER TO THE EDITOR 


Sees Export Decline Checked © 


Franklin Prager, referring to his article in “Chronicle” last year, 
defends his prediction Europe’s lack of dollars will not greatly 
reduce U. S. exports. 


Edilor, The Commercial and Financial Chronicle: 
In a highly provocative article titled “The ‘Dollar Crisis’ and 


Foreign Trade” 


which appeared on your pages July 17 of last year, 


I made a series of statements which were roundly attacked in some 


quarters. 


predictions, I 


should like tc 
recall anc 
comment upon 
them: 

(7)... “Pre 
problem of the 
lack of. dol- 
lars (wit 
cause) a pe- 
riod of rapic 
decline of ex- 
ports, gain -n¢g 
momentum as 
many mar- 
7 ginal export 
firms or de- 
partments 
cease opera- 
tions. This trend should crest 
during the summer of 1948.” 

For several months after th’'s 
statement saw print, exports con- 
tinued their dizzy spiral upward 
Most merchant exporters saw thc 
best period in their histories dur- 
ing the first three months of thi 
year. Suddenly, a period of rap‘ 
decline has set in. Searcely | 
firm doing overseas business to- 
day will not adm:t that it is fa 
below the levels of last summer 
and in fact, is the slowest export- 
ing since the days of the Grea 
Depression. 

(2) “Shortly after presidentia’ 
elections have been held a modi- 





Franklin Prager 


fied version of the Marshall Plar 
. should go into effect.” 
Events have shown the initia 


efforts of the Marshall Plan to be 
stvmied by an involvement with 
Washington polit-cs, and an over- 
emphasis of the relief rather tha: 
the reconstruction aspect. 

It is commonplace knowledge 
that Paul Hoffman is too little o! 
a politician for a job where poli- 
tics should be wholly absent but 


are not. In the tit-for-tat Wash- 
ington atmosphere, Hoffman in- 
sisted on surrounding himself 


with a compact, professicnal staff 
in preference to absorbing the 
horde of hangers-on remaining on 
Civil Service rolls from OPA days 
Hoffman did not graciously accept 
the tailored staff and extensively 
bureaucratic offices proffered him 
by the State Department. In typi- 
cal business executive’s style, he 
bucked official Washington—but 
did too grand an organizing job 
to permit his outright dismissal 
Despite his Revublican status, a 
change in Administration will 
provide the necessary cause fo1 
his replacement, and this inevi- 
tability is Known to his staff, and 
to the overseas “cooperators.” 
Result: ECA is burdened by an 
unwillingness to start new proj- 
ects when leadersh:p and perhaps 
underlings are scheduled for early 
change. After Hoffman’s successor 
is appointed in November, the 
decks will be cleared for a ‘“‘full- 


‘speed ahead” rehabilitation plan. 


ATLANTA, GA. 





American La France 
Atlantic City Electric 
Botany Mills Com. & Pfds. 
Dayton Malleable Iron 
Gisholt Machine 
Kearney & Trecker 
Parker Appliance 
Stromberg-Carlson 
Warner Co. 


H. M. Byllesby & Company | 
PHILADELPHIA OFFICE | 
Stock Exchange Bldg., Phila. 2 


Telephone 
Rittenhouse 6-3717 





Teletype 
PH 73 








NORTHWEST MINING 
SECURITIES | 


For Immediate Execution of Orders 
or Quotes call TWX Sp-43 on Floor 
of Exchange from 10:45 to 11:30 
A.M., Pac. Std. Time: Sp-82 at 
other hours. 


STANDARD SECURITIES 
CORPORATION 


Members Standard Stock Exchange 
of Spokane 
Brokers - Dealers - Underwriters 
Peyton Building, Spokane 
Branches at 
Kellogg, Idaho and Yakima, Wn 





NS 








STATE AND MUNICIPAL BONDS 
CORPORATE BONDS 
LOCAL STOCKS 





Established 1894 


RHODES-HAVERTY BLDG. 
Teletype AT 288 





ATLANTA 1, GEORGIA 
Long Distance 108 








For the record, and while the facts precisely bear out my 





(3) “The prerequisite unified 
planning by the European states, 
plus concrete blueprints for trade 
recovery will do much to increase 
their exports and thereby our im- 
ports.” 

Already, this is the big contri- 
bution of the U. S. in postwar 
world affairs. The working real- 
ity of England and France in co- 
lonial Africa, and again in com- 
bination with Benelux and Italy 
on the continent are the healthiest 
signs of future health before us 
today. The integration of Western 
Germany and Seand-navia, inevi- 
tably the result of the numerous 
16-nation conferences under the 
ERP, will further strengthen post- 
war Europe, and enhance current 
productive capacity. Reflecting 
this mood, imports into the United 
States have been steadily on the 


increase, particularly from Eu- 
rope. 

Present indications serve to 
confirm last summer’s hypothe- 
sis: that foreign countries still 


have dollar reserves, that the ex- 
port decline will be checked high 
above the prewar level, that 
healthy trade situation is seen for 
1949 and thereafter. 

FRANKLIN PRAGER 
Aug. 15, 1948 
39 Cortlandt Street 
New York 7, N. Y. 


Paul A. Just With 


Televison Shares Co. 


(Snecial to THE FINaNcIaAL CHRONICLE 
CHICAGO, ILL.—Paul A. Just 
has become affiliated with Tele- 


vision Shares Management Corp., 
1 North La Salle Street. Mr. Just 
was formerly with Shearson, 
Hammill & Co. and prior thereto 
was with Dan-el F. Rice & Co. 
Prior to serving in the armed 
forces, he was a partner in Har- 
rison, O’Gara & Co. 


D. W. Moffat Associated 
With Cruttenden & Co. 


(Special to THe FIn CHRONICLEY 
CHICAGO, ILL.—David W. 
Moffat has become associated 
with Cruttenden & Co., 209 South 
La Salle Street, members of the 
New York and Chicago Stock Ex- 
changes. Mr. Moffat formerly 
conducted his own investment 
business from Highland Park and 
Galesburg, III. 
- ei Se eeel 





Charles Springer Joins 
Staff of F. I. du Pont 


(Snecial to Tiiz FINANCIAL CHRONICLE) 

CHICAGO, ILL.—Charles F. 
D. Springer has become associated 
with Francis I. duPont & Co., 200 
South La Salle _ Street. Mr. 
Springer was formerly with Mer- 
rill Lynch, Pierce, Fenner & 
Beane for many years. 





With Dettmer & Co. 


(Special to THE FINaNcIAL CHRONICLE) 


CHICAGO, ILL.—Celia A. Rush 
has been added to the staff of 
Detmer & Co., 105 South La Salle 
Street, members of the Chicago 
Stock Exchange. Miss Rush was 
formerly with Brailsford & Co. 

—————_E- 


With Herrick, Waddell Co. 


(Special to THE FINANCIAL CHRONICLE) 


CHICAGO, ILL. — Corey J. 
Mount, Walter J. Oberlander and 
Harold C. Olsen have joined the 
staff of Herrick, Waddell & Reed, 
Inc., 332 South Michigan Avenue. 
Mr. Mount in the past was with 
Banning & Co. 
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The Republican leaders with 
quite frankly werried about the 
indeed, about the only grievance 
have. 


this country. 
Their worries 
to the extent 
that the rank 
and fit}-e 
worry, are 
eontfined to 
their lack of 
security — the 
persistent talk 
that a depres- 
Sion is just 
around the 
corner, the 
possibility of 
a war with 
Russia and the 
atomic bomb. 
But these are just worries that 


Carlisle Bargeron 


are being whooped up by our 
leaders of thought and opinion, 
and they do-not constitute the 


main grievance of the American 
people. This grievance, unques- 
tionably, is the high cost of living. 

To the extent that the masses 
may turn out and cast a heavy 
vote, this grievance would most 
likely be their main reason. They 


are angry, indisputably, and if 
they turn out in overwhelming 
numbers, this will be the moti- 


vating urge. 

That millions are disgusted over 
what the country has’ been 
through in the past 15 years. there 
is not the slightest doubt. Thev 
are particularly disgusted over 
the receni “spy” disclosures. But 
disgusted people do not ordinarily 
turn out and vote. They register 
their disgust by staying at home 
on elect.on Gay. They are simply 
fed up. 

People with a grievance, how- 
ever, turn out and vote. The bit- 
terness about the high cost of 
living cannot be exaggerated. It 
so happens that it was the people 
themselves who forced the fright- 
ened Truman to remove all OPA 
controls on the eve of the Con- 
gressional elections in 1946. He 
acted uvon the frantic appeals of 
Demociatic leaders everywhere. 
That the people were fed up on 
these controis at the time goes 
without question, 

It is truly amazing to hear now, 
though, the number of housewives 
who insist they want the controls 
back and they would be delighted 
once again to form queues at the 
meat counter. They are conduct- 
ing meat strikes and interestingly 
enough they find the butchers 
sympathetic with and urging them 
on. That such strikes may cause 
the butcher to lose his job does 
not apparently occur to him. He 
is in the mood of the times and 
apparently feels just as strongly 
about the high prices as _ the 
housewife. 

Mr. Truman is counting strongly 
on these high prices to reelect 
him. It is a fact that the Repub- 
licans are being blamed, or at 
least the Republicans think they 


are getting the blame and it is| 


causing them no end of worry. 
If there is any outpouring of 
votes, they are very likely right 


in assuming that it is this issue | 


that w.ll cause the outpouring. It 
is some such urge as this bitter- 
ness that make peonle swarm t- 
the polls. An exception, when the 
people swarmed to the potis in 
an affirmative frame of 
was Roosevelt. 

But no seasoned political 
server believes that there is going 


to be any affirmative outpouring | 


for Truman. He simply does not 
have the knack of saying “labuh” 
in the way in which Roosevelt 
did. He can’t arouse any such 
following. 





= By CARLISLE BARGERON = 


mind, | 


Ob- | 





of the News | 














whom this writer has talked are 
high cost of living issue. It is, 
which the rank and file of people 


There are more people employed and at better wages than 
ever-betere ine OOO Oe 


If Truman should win, it would 
be because of a strong bitterness, 
a desire on the part of the people 
to punish somebody and the Re- 
publicans feel that if such mass 
feeling is expressed it will be 
against them. There isn’t likely 
to be a heavy turnout on. this 
issue with the vote divided, with 
some of the people blaming the 
Republicans and others blaming 
Truman, The blame would un- 
doubtedly all go one way. 

However, the indications are 
that the masses are in no such 
unanimous mood. They are unan- 
imous in resenting the high prices. 
But there is as yet no sign that 
this will be their compelling mo- 
tivation in November.:So far there 
are too many offsett.ng factors, 
sucy as our bungled administra- 
tion of foreign policy, 15 years of 
living in crisis, the drafting of 
young men at this late date, the 
obvious incompetence of the 
Washington government, the pre- 
dominance of Communists and 
Leftists in it. 

These seem to constitute an 
overal] revulsion on the part of 
the people against the existing 
order, Seemingly they insure an 
overturn in November. But the 
overturn probably will be effected 
not by any record-breaking vote 
but by a profusion of stay-at- 
homes. 

Ths writer is on 
a number of labor publications. 
They are screaming about the 
high cost of living, and, of course. 
about the “iniquitous” Taft-Hart- 
ley bill, But in every one of these 
publications is the complaint that 
Irganized labor is not turning out 
and voting. The reference is to 
the primaries. 

Organized labor could just 
wonders, these publications insist, 
if the workers would only vote in 
mass as the editors of these pub- 
lications urge. But seemingly, in 
race after race the “tools” or the 
“big and reactionary” elements 
are winning because of the work- 
ers’ neglect. They are not disin- 
terested. They are just fed ub 
and they have no illusions about 
who w:ll win when they stay 
away trom the polls. This is their 
traditional way of expressing their 
| disapproval. 


the list of 


do 


—————E——$ 
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Peninsula Oil Debs. 
Placed Privately 


An issue of $1,000,000 Peninsula 
| Oil Leases, Inc. 5% convertible 
debentures due May 1, 1958, have 
| placed privately, it was an- 
/nounced Aug. 13. Gordon Graves 
.& Co., New. York, acted as agents 
in the transaction. 


Wm. L. 

COLUMBUS, MISS. — William 
L. McCullough is engaging in the 
securities business from offices at 
221 North Fifth Street. He main- 
tains a branch office in Jackson, 
Miss. Mr. McCullough was pre- 
viously with Weil & Co., Inc. 





Changes Firm Name 

CHICAGO, ILL.— The § firm 
name of Barnes & Turley has 
been changed to Barnes, Turley & 
Tegtmeyer. The firm maintains 
offices at 120 South La Salle 
' Street, 





McCullough Opens. 


By STANLEY B. GIRAITIS* 


| Looking Ahead in Liquor Industry 


From W. ashington | 


General Sales Manager, Three Feathers Distributors, Inc.. a Schenley Subsidiary 
Mr. Giraitis forecasts better business in alcoholic beverage industry in year ahead, but warns if living 


costs continue to rise, sales may be lower. Says inventory situation is sound and population increases 
alone assure a “new market the size of Chicago every 21 years.” 


venting reduced prices. 


Scores high liquor taxes as pre- 


As this is an annual convention of your group, it appears to me that it might be 
proper to take a look at the happenings in our industry during the past year. These 


are happenings which directly affect the interests and w 


semoled 
here. 

At the time 
of your last 
get - together 
at French Lick 
last August, 
the conditions 
which existed 


were some- 
what confus- 
ing to all 


members of 
our industry 
—distillers, 
wholesalers 
and retailers. 
One year ago, 
we were still 
in a period of readjustment from 
a wartime market to a peacetime 
market. In this readjustment pe- 
riod, wholesalers and _ retailers 
were endeavoring to: 

First, reduce total 
carried, and 

Second, clean out inventories of 
items which were in oversupply 
during the war years, 

I remember well, a year ago, a 
large retailer in Chicego told me 
personailv: “I have an inventory 
of $80,600. 
without any trouble with a $40,- 
000 inventory. I am going to re- 
duce my inventory to 





Stanley B. Giraitis 


inventories 


of retailers and wholesalers of . , ; \ 
our industry are in a much increased velume of business in 
sounder condition. The total in- OUr industry would be to have 
ventories on hand are substan- lower prices, and yet to keep ade- 
{tially lower and, most important Quate profit margins for all in- 

and Gustry members. Lower prices 


of all they are much cleaner, 


consist oi sound merchandise. 
You will:remember last fall 
when the United States Govern- 


ment restricted the distillation of 


alcoholic beverages because of a2! 


alleged shortage of grain for 
world use. That this was an ai- 
leged shortage is certainly con- 


firmed tcday as grain inventories 
record 
grain crop prove that, if anything, 
over- 


and the harvesting of a 


there is somewhat otf an 
supply today. 


However, this restriction of dis- 


tillation caused a shortage scare, 


and the loading of inventories 
again took place. This is proven 
by the fact that total tax pay- 
ments in the month of October, 
1947, were the second highest tax 


payments in any one month in the 


history of the liquor industry. Tax 
payments ‘last October were 

*“An address by Mr. Giraitis be- 
fore the 3rd Annual Convention 


of the IHinois Wholesale Liquor 
Mackinac 


Dealers Association, 
Island, Mich., Aug. 17, 1948. 


I can run my business 


$40,000.” 
Today, a full year later, I am sure 
we will all agree that inventories 





< ere 
iwenty-six million gallons. The 
only other month which exceeded 
this figure was October, 1949. 
when tax payments were twenty- 
seven million gallons. The two 
months which followed, Novem- 
ber and December, 1947, both had 
lax payments exceeding eighteen 
million gallons, and these were 
near record months. The highest 
~previous November and December 
tax payments were several nine- 
teen million gallon months and 
only one twenty million gallon 
month. 

This inventory loading, of 
course, was reflected in the busi- 
ness transacted from the first of 
this year, right up to the. present 
time, as there wos once more a 
general liquidation and reduction 
cof wholesale and retail inven- 
tories. 


Effects of High Living Costs 


During the past year, one of the 
main factors which affected our 
“business and all other businesses, 
was the high cost of living. The 
cost of living has been increasing 
steadily and at the present time is 
at its highest peak. Everyone is 
concerned when prices reach a 
point where consumers are either 
unable to buy at all, or have to 
restrict their purchases. 

The natura! and obvious aid to 


are impossible, since our industry 
is st¥ll burdened with the stagger- 
>/ ing wartime tax of $9 per gallon. 
During the war years, no one was 
this high tax, as 


concerned with 
volume of business and profit 
margins were satisfactory to all. 
Today, this tax is brought to our 
attention as a staggering industry 
burden. It prchibits our industry 
from offering lower priced prod- 
ucts to American consumers. 
Never before in the history of 
American business has such a 
heavy tax been imposed on any 
industry. There has never before 
been a product where the com- 
bination of Federal and State 
iaxes so far exceeded the cost of 
the product being marketed. 
Whether or not we will get any 
relief is not readily foreseen. But 
it is clear we must be united in 
bringing this heavy tax burden to 
the attention of all members of 
our industry. In that way we may 


acquaint as many consumers as 


} 
j 


possible with the fact that lower | 


relfare of all the wholesalers 


prices can only come with lower 
alesholic beverage taxes. 
This high tax burden is one de 


termining factor which we must 
acknowledge at present and for 
the coming year. 
Looking Ahead 
Looking ahead to the coming 
year, it is also well to take a 


look at some facts that might con- 
tribute to better business. There 
are eight which I consider impoyr- 
tant. 

(1) It is generally agreed that 
wholesale and retail inventories 
today are low and sound. In fact, 
this inventory position is sounder 
at present than at any time since 
prewar days. This, of course, is a 
healthy condition. 

(2) There is no oversupply of 
whiskey stocks at the present 
time. The total industry inven- 
tory of aged whiskies, four years 
old and older is, if anything, in 


short supply. As of June 30, 
1948, the most acurate estimate 
places the total inventories of 


|'whiskies over four years old at 


35,000,000 regauged gallons. The 
only inventories of whiskey 
which will become four years ol 
during the twelve-month period 
up to June 30, 1949, are the Aug- 
ust, 1944, and January, 1945 ‘ho!- 
iday” distillations. These are re- 
spectively 9,000,000 regauged 
gallons of August, 1944’s, and 19,- 
000,000 regauged gallons of Jan- 
uary, 1945’s. These 28,000,000 gat- 
lons which are to become four 
years old, added to the starting 
inventory of %5,000,000 gallons, 
give us a_ total availability of 
63,000,000 gallons for this twelve~- 
month period. The most accu- 
rate estimate of withdrawals 
for use during this’ twelve- 
month period is 50,000,000 
gallons and an estimated evapo- 
ration of half a million gallons 
This usage and evaporation, tota}- 
ing fifty and one-half million gat- 
lons, substracted from the 63,000,- 
000 gallon availability, would 
leave a total industry inventory 
of whiskies over four years old ai. 
twelve and one-half million ga)- 
lors on June 30, 1949. Norma! 
industry practice demands that ai 
least one year’s usage be in in- 
ventory at the start of any year. 
There will be an inventory of 
only twelve and one-half million 
gallons, compared to a usage of 
fifty million gallons, on June 30, 
1949. Furthermore, ‘there is a 
self-correcting feature to whiskey 
inventories. Supposing that 10 
(Continued on page 25) 





The Long-Bell 
Lumber Company 


(A Missouri Corporation Chartered in 1884) 
COMMON STOCK 


Increased Earnings and Timber Re- 
serves imdicate more liberal dividend 
payments. 

Six months ended June 30, 1948, net 
per share $3.31 compares with $3.00 
for the 1947 period. 

Full detailed 
upon request. 
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~ The Pros and Cons of a Business Recession 


Dr. M. P. Rasmussen, Professor of Marketing of Cornell University, outlines to International Apple 


Association prospects of business. 


Addressing the 54th Convention of the International Apple Association in New York 
City on Aug. 11, Dr. M. P. Rasmussen, Professor of Marketing at Cornell University, set 
forth conflicting sets of conditions in the general business situation and called attention to 


the probably 
adverse 
effects of a 
recession 
on the general 
high level of 
prevailing 
food prices. 
Commenting 
on the s-tua- 
tion, Dr, Ras- 
mussen 
stated: 
“The 
question their 
is, what are 
the prospects 
for a continu- 
ation of good 
times while the apple crop of 1948 
is being marketed? There are, ot 
course, varying opinions and de- 
grees of confidence, or the re- 
verse, depending on the viewpoint 
of the individual. It is probably 
safe to say that a majority 9of 
the business forecasters in the 
United States lean to the opinion 
that business prospects for the 
next year or so are good (bar- 
ring a war, when all bets would 
be off). In fact, many analysts 
are afraid prices may get out of 
hand. Most seem to recognize 
that both the general price level 
and the wage level are very high, 
and most seem to expect a re- 
adjustment, or shall we call it by 
its less popular name of a ‘reces- 
sion,’ sooner or later. These 
forecasters th:nk high price levels 
and purchasing power will con- 
tinue for another year or so be- 
cause ot the tol.owing tactors: 


big 





Dr. M. P. Rasmussen 


(1) “Recent tax reductions will 
enable consumers to spend more. 

(2) “Greater rearmament 
spending will help maintain full 
employment. 

(3) “Government spending for 
the European Recovery Program 


° 





will continue to siphon off food 
and industrial supplies. 

(4) “Shortages of automobiles 
and some other consumer durable 
goods are expected for at least 
another year, 

(5) “A high volume of new 
construction, especially of private 
homes, seems likely. 

(6) “A heavy backlog of orders 
in capital goods industries is re- 
ported, (These might easily be 
cancelled, however, in case of a 
recession.) 

(7) “There has been no effort 
on the part of the government to 
raise interest rates or to do more 
than talk about curbing inflation. 

(8) “Government support pro- 


grams will continue to put a high, 


bottom under important basic 
agricultural commodities and help 
maintain farm prices and incomes. 

(9) “The current labor scarcity 
will be aggravated by the draft, 
full employment will probably 
continue and wages will probably 
remain high. 

(10) “A more favorable atti- 
tude is expected towards business 
by the new administration if Re- 
publicans are elected. ; 

“These same forecasters, how- 
ever, agree that not all signs are 


favorable. Among the weak spots 
in the economy at present, the 
following are frequently men- 
tioned: 


(1) “Soft goods, such as textiles, 
show signs of being in surplus. 

(2) “The piling up of inven- 
tories in many industries is a 
cause for real concern. 

(3) “The foreign situation, and 
especially the threat of war, is a 
very disturbing factor and seems 
likely to continue that way for 
some time, 


(4) “Exports to date are below 


the same rate as last year. 

(5) “More industrial lines are 
feeling stiffer competition during 
1948 than in 1947. 

(3) “With a few exceptions, 
like steel, autos, and houses, the 
sellers’ market will probably be 
over by the end of the year. 

(7) “Retailers are reporting 
more and more definite resistance 
to price increases by consumers. 

(8) “Food prices may weaken 
materially because of greater pro- 
duction both in the United States 
and in Europe. 

(9) “A recent Federal Reserve 
survey reported that one-fourth 
of the consumers in the U. S. are 
now living beyond their incomes 

(10) “Business failures are re- 
ported by reliable commercia! 
services to be rising steadily. 

“If you agree with the majorits 
of forecasters, whose publishec 
opinions I have tried to summar 
ize above, you will probably con- 
clude that barring war, prosperity; 
has a good chance of continuing 
through the duration of the mar- 
keting season for the 1948 croy 
of apples. 

“But not all economists agree 
with the foregoing analysis. A 
small’ number believe that both 
farm prices and the wholesale 
price level of all commodities are 
already too high (as will be seen 
from the accompanying chart); 
that a break in farm prices could 
easily occur this fall, and that 
such a break might reduce the 
purchasing power of farmers 10 
or 20%, or from $3 to $6 billion. 
If this occurred, farmers would 
quickly discover that they hac 
all the machinery, autos, radios. 
etc., they needed, and cancella- 
tions of factory orders would be 
drastic. The city consumer, see- 
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mately $2,195,503. 


1949 1.75% 
1950 2.00 
1951 2.25 





August 13, 1948 


$1,640,000 


International-Great Northern Railroad 
Equipment Trust, Series AA 


258% Equipment Trust Certificates 


(Philadelphia Plan) 


To mature annually $164,000 on each September 1, 1949 to 1958, inclusive 


To be uncond uonaly guaranteed as to payment of par value and dividends by endorsement 
A. Thompson, as Trustee of the property of International-Great Northern 
Railroad Company, but not individually 


These Certificates are to be issued under an Agreement to be dated September 1, 1948, 
which will provide for the issuance of $1,640,000 aggregate par value of Certificates 
to be secured by new standard-gauge railroad equipment estimated to cost approxi- 


MATURITIES AND YIELDS 


1952 2.375% 
1953 2.50 
1954 2.60 
1955 2.75 


Issuance and sale of these Certificates are subject to authorization by the Interstate Commerce Commission. The 
Offering Circular may be obtained in any State in which this announcement is circulated only from the 
undersigned and such other dealers as may lawfully offer these securities in such State, 


HALSEY, STUART. & CO. Inc. 


To be dated September 1, 1948. Par value and semi-annual dividends (March 1 and September 1) payable in St. Louis,and New 

York. Definitive Certificates, with dividend warrants attached, inthe denomination of $1,000, registerable as to par value. Not 

redeemable prior to maturi'y. These Certificates are offered when, as and if received by us. Certificates in temporary or 

definitive form will be Celivered at the office of Halsey, Stuart & Co. Inc., 123 South La Salle Street, Chicago, Illinois. The 

information contained herein has been carefully compiled from sources considered reliable and, while not guaranteed as to 
completeness or accuracy, we believe it to be correct as of this date. 


1956 2.80% 
1957 2.85 
1958 2.875 
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Recommendations and Literature 











randum on stocks acting better | 
than the general market during | 
recent weeks—Cohu & Co., 1 Wail | 
Street, New York 5, N. Y. 
peat | 
Railroad Developments — Leaf- | 
let—Vilas & Hickey, 49 Wall 
Street, New York 5, N. Y. 


It is understood that the firms mentioned will be pleased 
the following literature: 
Better Than Market—Memo-| Black, Sivalls and Bryson, Inc. 


ott, Baker & 
New 


—Memorandum—An 
Co., Ine., 150 Broaaway, 
York 7, N. Y. 


Arizona Light and 
Power Co.—Analysis—G. A. Sax- 
ton & Co., Inc., 70 Pine Street, 
New York 5, N. Y. 

Also available in the August 


Central 


|issue of “The Public Utility Stock 


Trend of Long-Term Bond Prices 
—Discussion in “Fortnightly In- | 
vestment Letter’—H. Hentz & 
Co., 60 Beaver Street, New York 4, 
N. Y. 

In the same issue are data on} 
Long-term Rail Bond Yields, | 
Fort of New York Authority and | 
United Biscuit of America, 


Atchison, Topeka and Santa Fe 
Railway Company—Analysis and 
cpinion—E. F. Hutton & Co., 61 
Broadway, New York 6, N. Y. 


Atlantic Coast Line Company of 
Connecticut —Analysis—Eastman, 
Dillon & Co., 15 Broad Street, 
New York 5, N. Y. 

Also available is a supplemental 
report cn United Electric Coal 
Companies and a leaflet of Rail- 
road comment. 


Bausch & Lomb Optical Co.— 
Memorandum — Kiser, Cohn «& 
Shumaker, Inc., Circle Tower, In- | 
dianapolis 4, Ind. 

Also available are |brief data on | 
Electroitux Corp., Philip Carey | 
Manufacturing Co. and 





Terre | 
Haute Malleable & Manufacturing | 
Corp. ‘he firm also has an inter- | 
esting list of investment sugges- | 
tions for Indiana investors. 


| Street, 


Guide” ic a memorandum on Cen- 
tral Hliincis Public Service Co. 





Devoe & Raynolds Co., Inc.— 
Analysis of Outlook—Peter P. 
McDermott & Co., 44 Wall Street, 


|New York 5, N. Y. 


Fireman’s Fund Insurance Co.— 
Bulletin—Laird, Bissell & Meeds, 
120 Broadway, New York 5, N. ¥. 


Greer Hydraulics, 





Inc.—Data-- 





Heimercinger & Straus, 50 Broad 
Street, New York 4, N. Y. 
Jewel Tea Company, Ine.— 


Memorandum—Sutro Bros. & Co., 
i20 Broadway, New York 5, N. ¥. 





Koppers Company —- Analysis— 





Ira Haupt & Co., 11! Broadway, 
New York 6, N. Y. 
Lakeside Laboratories, Ine.— 


Analysis in current issue of “Busi- 


ness and Financial Digest’— 
|Loewi & Co., 225 East Mason 


Milwaukee 2, Wis. 


Lehigh Portland Cement Com- 
pany Investment appraisal — 
Kalb, Voorhis & Co., 25 Broad 
Street, New York 4, NY. 

(Continued on page 





Bird & Son, Inc.—Memorandum 
—New York Hanseatic Corp., 120 
Broadway, New York 5, N. Y. 
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ing farm prices falling, would 
expect other prices to fall, and 
would stop buying. This could 
easily result in a sharp decline in 
industrial business in a compara- 
tively short time, with widespread 
cancellations of orders and con- 
sequent unemployment. Econo- 
mists who hold this point of view 
do not pretend to know when a 
break in farm prices will come. 
They believe that the European 
food situation is improving rap- 
idly and that it is probably not 
as bad as politicians make it out 
to be anyway. They also see food 
production increasing rapidly in 
the U. S. 

“You thus have two opposing 
views on the near future trend of 
business and prices. No one can 
possibly know definitely what the 
future will bring. Each individual 
must assess the foregoing and de- 
cide what seems to him to be the 





best course to pursue.” ® 


COMING 
EVENTS 


In Investment Field 








Aug. 27, 1948 (Denver, Colo.) 
Bond Club of Denver-Rocky 

Mt. Group of IBA joint Annual 

Party at Park Hill Country Club. 


Sept. 10, 1948 (New York City) 

Security Traders Association of 
New York Summer Outing at 
Travers Island. 


Nov. 13, 1948 (Chicago, Il.) 

Bond Traders Club of Chicago 
Luncheon for members of NSTA 
passing through Chicago on way 
to the Convention. 


Nov. 15-18, 1948 (Dallas, Tex.) 
National Security Traders Asso— 
ciation Convention. 


Dec. 5-10, 1948 (Hollyweod, Fla.} 

Investment Bankers Association 
1948 convention at the Hollywood 
Beach Hotel. 





Relationship of the Wholesale Price Level of All Commodities te 
Farm Prices and Wages of Factory Workers, 1920 to Date 
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European Economic Integration France and the Monetary Fund 


By PAUL EINZIG 


Dr. Einzig forecasts difficulties and slow progress in accomplish- 
ment of European economic integration as proposed under ECA, 
pointing out individual nations are unwilling to curtail expansion 


of their own industries in order t 
tion. 
policies may eliminate vacuums 


LONDON, ENGLAND—The 
by the Organization for Europe 


16 Western European government: 
ress towards the economic integration of Western Europe. It will 
e - ————— _ 


provide a 
opportunit 
for an unpré 
cedented in- 
terchange of 
information 
on the policies 
of the govern- 


n 
¥ 





ments con- 
cerned re- 
garding pro- 
duction and 


foreign trade. 
Hitherto these 
policies have 
been kept 
a closely- 
Buarded se- 
cret, except in 
so far as the governments deemed 
it necessary to disclose them to 
their parliaments or to the gen- 
eral public of their respective 
countries. Each government has 
elaborated its plan without any 
adequate knowledge of the in- 





Dr. Paul Einzig 


tentions of the other gcvernments. | 
Yet it is of great impertance that | 


information about the economic 
policies of foreign governments 
should be available. Otherwise the 
governments might cuite uninten- 
tionally embark on- cut-throat 
competition. Not knowing what 


the plans of other countries are. | 


they might develop new lines of 
production with the intention of 
exporting the newly produced 
goods to those countries. 
time they have discovered the 
fact that those countries, too, were 
planning to develop those self- 
same industries, valuable capital 
has been invested and substantial 
vested interests have been created. 

If the OEEC plan were to do 
nothing more than check such un- 
intentional clashes of interests it 
would have achieved a consider- 


able result. The answers to the 
questionnaire. .which have to 
reach the OEEC by the end of 


August, are expected to contain a 
wealth of information from which 
the western governments are 
likely to discover many mistakes 
in their own national plans. Pos- 
sibly they may arrive at the con- 
clusion that certain industries are 
not worth developing if other 
countries are also developing 
them. On the basis of reciprocal 
concessions they may reach an 
understanding to limit the ex- 
cessive expansion of such indus- 
tries. 

Needless to say, every govern-| 
ment will only be prepared to| 
make concessions as far as sec-| 
ondary industries are concerned. 
When it comes to vitally import- | 


ant industries the task of co-| 
ordination and integration will | 
become extremely ditficult. The 


British Government may be will- 
ing to meet the French Govern- 
ment halfway as far as the ex- 
pansion of, say, the ccsmetics in- | 
dustry is concerned. But when | 
it comes to the well-established 
industry manufacturing electrical | 
equipment, for instance, there can | 
be very little scope for compro- 
mise. It is difficult to imagine 
that Britain would renounce her | 
right to expand such industries, 
Jet alone agree to their contrac- 
tion, for the sake of European 
economic integration. 
cessions in respect of the basic in- 
dustries will be most difficult to 
negotiate. And it would be un- 
duly optimistic to expect that the 


European Master Plan which is, 


due to be delivered in Washing- 
ton by November 15 will contain 
a wide range of such major con- 
cessions. For one thing, the time 


Holds, however, interchange of information about economic 


By the} 


| negotiations for a payments clear- 


Any con-| 


o coordinate international produc- 


in Western European economy. 





issue of a detailed questionnaire | 
an Economic Cooperation to.the 
s marks a new phase in the prog- | 


is too short. The negotiation of 


any such arrangements would take tations have 


many months, and cannot be been ex- 
rushed. pressed. Some 
Viewed from an American people have 


angle the pace of the progress to- 
wards harmonizing Europe may 
appear too slow. But those who} 
compare the situation of the pro- | 
posed Western Eurcpean union | 
with that of the union between | 
the 48 States should bear in mind | 
that barriers which have existed | 
for many centuries cannot be re- | 
moved in a few weeks. What! 
| matters is that a good start should 
be made in the right direction. It 
seems probable that the OEEC 
will pursue the tactics usually of a rigid and 
adopted at difficult international | artificial state 
conterences. Instead of risking a | of affairs which has nothing in 
breakdown by beginning with the|common with the idea of its 
most highly controversial ques- | founders” and “that the Fund is in 
tions, the negotiatcrs try to come | favor of an apparent stability 
'to terms on points on which no|based on coercion.” Still others 
fundamental disagreement exists.| have gone so far as to say that in 
| Nothing, succeeds like success, and | refusing to approve the changes in 
'the encouraging effect of reach-|the French france system the 
ing agreement on a number of | Fund took a stand against free- 
minor points tends to create the | dom. 

right atmosphere for tackling the; To represent the International 
more difficult problems. It is rea- | Monetary Fund as the defender of 
sonable to assume that the OEEC, | control and France as a champion 
during the brief space of time at|of exchange freedom is certainly 
its disposal, will first concentrate |an extraordinary misrepresenta- 
on achieving some vurderstanding | tion of the true situation. Neither 
on minor points. Although it is|is it accurate to pretend that the 
not certain whether even this wil! | Fund was opposed to the devalua- 
be possible during the two months | tion of the franc. And in order 
between the receipt of the replies | to be able to say that France ‘‘was 
to the questionnaire and the/a thousand times right to disre- 
drafting of the Master Plan, it} gard it’? one must pretend to ig- 
does not appear unduly optimistic | nore the great material and moral 
to hope that, for the sake of pro- | damages inflicted on France by 
cucing tangible results, a number 
of governments will be prepared 

io give Way on secondary .indus- 

tries the utility of which will now 

appear problematic in the light 

of the information received on the | 


ventured to 
say that 
France “was a 
thousand 
times right 
when she 
overruled the 
Fund’s_ veto.” 
Others have 
asserted that 
the Fund “has 
permitted the 
crystallization 
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*Translation of an article by 
Professor Mossé in “L’Economie 
Contemporaine,”’ May, 1948, and 
orinted with Professor Mossé’s 
permission. 


on the subject of the devaluation of the f 


° 
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By ROBERT MOSSE* 


arrangements with Fund. 


Inaccurate Interpretation 


this attitude. This misrepresen- 
tation of the truth cannot be jus- 
tified but it can be explained— if 
an explanation is required—by 
two circumstances. First, the re- 
forms were made an integral part 
of the entire internal policy. In 
view of the dangers to which the 
Schuman Government was ex- 
posed at the time, the government 
had to be supported because of 
political reasons regardless of the 
errors committed in the economic 


field. We are now far enough 
from the event and the political 
situation has been = sufficiently 


strengthened so that this scruple 
need not hinder us from stating 
the truth. Secondly, at that time, | 
the monetary problem had as- 
sumed such a technical character 
that it was sometimes difficult 
even for experts grown grey in the | 
service and—I dare say—even for 
Ministers of Finance to determine 
the real importance of the en- 
visaged measures. | 


Since I had the privilege of par- 
ticipating in the drafting of the | 
Bretton Woods Agreement and 
have gathered here and there cer- 
tain scraps of information, I have 





the problem. 


The Cost of the Disagreement 
for France 


First of all, it is a fact that 
France, the first among the 45 
signatory countries, has deliber- 
ately violated the commitments 
which she assumed in ratifying 
the Bretton Woods Agreement. 
She committed herself, as did all 
the other participants, not to 


change the value of her currency | 
without the approval of the Fund. | 


it 


| 


|attempted to draw a picture of | States. 


Professor at the Law School University of Grenoble (France) 
Professor Mosse contends action of not obtaining International Monetary Fund’s approval of devalu- 
ation of franc inflicted incalculable moral injury te France as well as removing its access to Fund’s 
resources. Says Fund in this case was not opposed to change in franc par valu: or to establishment 
of different rates for various types of exchange transactions, but points out limiting free market to 
dollars gives advantageous cross rate to franc in terms of sterling. Calls for France to make new 


The French public is not very well informed on the exact significance or the causes 
\of the conflict which has arisen between France and the International Monetary Fund 
ranc. Extreme opinions and fantastic interpre- 


This was not a minor commitment 
but, possibly, the most important 
one in the entire Bretton Woods 
structure. It is impossible to 
quibble on this subject. We can- 
not pretend that the Fund has 
been lacking in understanding, 
that it has remained blind to the 
facts, and that it is the Fund 
which has been weakened by this 
venture. It is known in the 
United States, in the entire British 
Empire and in all the other mem- 
ber countries of the Fund that 
“Paris has failed in its duty of 
collaboration.” 

This alone inflicts on France an 
incalculable moral injury, the ef- 
fects of which may be felt for 
many years. Respect for one’s 
word of honor holds a very promi- 
nent place in the Anglo-Saxon 
moral code, and any violation of 
this code is not quickly forgotten. 
After an entire generation Amer- 
icans still consider Herriot one of 
he great French statesmen be- 
cause he left the Chair and took 
the floor of the Chamber of Depu- 
ties in order to urge the Chamber 
of Deputies to honor their com- 
mitments towards the United 
The United States has a 
good memory for this sort of thing 
and we are running the risk of 


| being reminded quite often of the 


devaluation affair. At all interna- 
tional conventions this fault com- 
mitied by France will weigh heav- 
ily each time one of our repre- 
sentatives makes a promise. At a 
single stroke we placed ourselves 
uncer the great handicap of mis- 
trust. It will take a long time to 
regain this trust. 

In the second place, the French 

(Continued on page 24) 





intentions of other countries. 








Beyond that, the immediate 
task of the OEEC in the sphere of 
coordinating production will pre- 
sumably have to confine itself to 
elaborating a set of principles 
which are to be pursued during 
the course of subsequent negotia- 
tions. It will not be easy to per- 
suade any government to sacrifice 
major interests, except in return 
for immediate compensatory con- | 
cessions. But the grand total of 
minor concessions they may be | 
willing to make may possibly | 
amount to a great deal. | 

In a positive sense, the inter- 
change of information about eco- | 
nomic policies might lead to the | 
discovery of vacuums in Western 
European economy. Quite possibly 
the governments concerned may 
discover that none of the eco- | 
nomic programs provide for de-| 
velopment of certair lines of pro- |! 
duction, and the CEEC may be- | 
come the channel through which | 
arrangements for making gocd | 

| 


Dated August 15, 1948 


the deficiency are negotiated. 

There are, of course, other as- | 
pects of Western European eco- | 
nomic integration. Although the | 


ing arrangement are fraught with | 
grave difficulties, they are be- 
lieved to be making progress. | 
There is also the possibility of an | 
agreed and coordinated devalua- | 
tion of some of the Western Euro- | 
pean currencies. Last but not least | 
there 1s the question of the cus- | 
toms union. Even though progress | 
cannot be described as spectacu - | 


|lar, it has far exceeded anything | 
| achieved in the course of cen- 


DICK & MERLE-SMITH 


BURR & COMPANY, INC. 
HELLER, BRUCE & CO. 
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R. W. PRESSPRICH & CO. 


This announcement is not an offer to sell or a solicitation of an offer 


The offering is made ony by the Prospectus. 


$25,000,000 


Southern California Edison Company 
First and Refunding Mortgage Bonds, Series B, Due 1973 


(3%) 


Price 100.526% and accrued interest | 





The Prospectus may be obtained in any State in which this announcement is circulated from only such 
of the undersigned and other dealers as may lawfully offer these secur 


HALSEY, STUART & CO. INc. 
OTIS & CO. 


(INCORPORATED) 


GREGORY & SON 


INCORPORATED 


HIRSCH & CO... 


PAINE, WEBBER, JACKSON & CURTIS 
L. F. ROTHSCHILD & CO. SALOMON BROS. & HUTZLER 


WM. E. FOLLOCK & CO., INC. 


to buy these securities. 





Due August 15, 1973 


~ 


the 
25 


in such tate. 


STROUD & COMPANY 


INCORPORATED 
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Connecticut Brevities 


The six-months’ statement of The Russell Manufacturing Company 
shows that sales were $6,726,063 or 14.5% below the similar period 
f 1947. As a result of lower sales and a retroactive wage increase 
curing the period, net income fell from $411,589 or $3.12 per share 
in 1947 to $157,183 or $1.17 in®— . : 
1948. The net cost of the retro- | wherever possible, to use of plas- 
ictive wage increase during the | tics and substitute metals. 
first six months was $156,342. a: a 
a: a: The Fuller See Company 
i filed a letter of notification with 


|the SEC on July 12 covering a 
tors for New York, New Haven & | proposed offering at par of 3,000 


a eee has t been | shares of $100 par preferred stock. 
nk pet 7, re thas ace | Proceeds of the offering would 
“gement and a group a ave | be used to retire debt and to im- 
scquired control of the preferred 9 jue th colitis anmdhal a. 
stock. Holders of the preferred peeve ee oe om 
stock will be represented by 11 tion. The offering would not be 
: . y underwritten. 


directors and the common stock 
by five directors. Frederick D, , Plume & Atwood Manufactur- 
ing Company has omitted the 


Dumaine, Sr., was named Chair- | "5. : : 
man of the board and temporary | dividend which would have ordi- 
President following the annual arily been payable July 1. The 
meeting on Aug. 12, 1948. | last dividend paid was $.50 on 


hon 


A compromise slate of 16 direc- | 


April 1, 1948. The earnings re- 

} poit for the six months ended 

Powdrell & ‘Alexander, Inc., June 30 shows a loss of $.81 per 
have announced their plans to. chare. 


open a factory branch at Los An- 


Hartford Electric Light Co. has 


ag Senay sada make curtains on called jor payment Sept. 1, 19438, 
Laas . ave ‘at 100 «and interest $105,000 of 
i 'its debentures 344s due Sept. 1, 


1971. 
the Fis! 
cr Haritord National 
Trust Co:, Hartford. 


Payment will be made ai 
National Bank, Boston 
Bank & 


Net income for Southern New 
Eugland Telephone Co. for the 
virst six months of 1948 indicates 
that the rate increase that went 
stto efiect during the latter part 
of 1947 has made it possible for 
ine company to adequately cover 


Dictaphone Corp. es announced 
the development of a new port- 
able electronic dictating machine 


the $6 annual dividend rate. : 

Earnings for six months ended Called the Time-Master. 

dune 30, 1948, were $4.41 per vs ” * 

share against $2.07 for the sim- On July 14, Pitney-Bowes, Inc., 
iiar filed a letter of notification with 


period in 1947, 
»- & :, the SEC covering 7,500 shares of 
common stock to be offered to em- 

The annual report of Collins Co. 


; ployees only through an: Em- 
shows that net earnings per ployee’s Stock Purchase Plan. 
share in the fiscal year ended ss se ws 

J » nai — . 
May 31, 1948 were $31.87 per George Shamlin has been named 


share against $30 the year before. 
The net book value per share had 
yncreased from $221.29 to $238.30. 
Wet working capital per share was 
$107.35. Included in assets in the 
report was the statement that it 
now has an investment of $6,590 
for each employee. 


President of Peter Paul Incorpo- 
rated to succeed the late Calvin 
K. Kazanjian. Other new officers 
chosen were Harold J. Kaz&njian, 
Treasurer; John Tatijian. Secre- 
tary; Dorothea B. Kazanjian, As- 
sistant Secretary and Guerin B. 
Carmody, member of the Board’ of 
Directors. 


- - a ~ 
With Blyth & Co., Inc. 
(Swecial to THE FINANCIAL CHRONICLE) 
CHICAGO, ILL.—John Sar's 
has become associated with Blyth 


Investment Man- 
ssement Corp.’s report for the 
ycar ended June 30, 1948 shows a 
net asset value of $4.70 compared 
to $4.69 at the end of the previous 


Connecticut 


fiscal year. Net investment in- & Co., Inc., 135 South La Salle 
come for the year was $0.20 com- Street. Mr. Saris was formerly 


sared to $0.24 in 1947. During the 
discal year dividends aggregating 


with Shearson, Hammill & Co 


and A. G. Becker & Co. 


$.55 per share were paid on the a 
common stock of which $.15 has 
been designated as a “capital gain Two With Standard Inv. Co. 


dividend. PASADENA, CALIF.—Mildred 


W. Baxier and Lewis Leavitt, Jr. 
have joined the staff of Stand- 
ard Investment Co. of California, 
117 East Colorado Street. 


The A. C. Gilbert Company has 
announced that with the aid of 
expanded facilities and new ma- 
chinery it hopes to be able to 
boost its total production for 1945 








30% above the 1947 level. This 

would mean sales in excess of $13 Russell E. Sard Dead 
million against $10,728,000 last Russell E. Sard, limited part- 
year. Production of American ner in Bache & Co., New York| 
Flyer trains and accessories has City. died Aug. 10 after a short | 
been stepped up to six times the . ; Tpit 

i941 level. Despite accelerated illness while vacationing at Bar 
jutput, the company will be Harbor, Maine. 

forced to maintain allocations to 

distributors on virtually every With Wison, McMaster Co. 
item of its line of construction ieeciah ta Dae Peuaseus testes) 
tovs, scale model electric trains, pcm pes ne er ae 
aid household appliances. The | CHICAGO, ILL.—John R. Ford 
company, one of New England’s is with Wilson, McMaster & Co.., 
major users of steel, is shifting, 134 South La Salle Street. 





Michigan Brevities 


An underwriting syndicate headed by Lehman Brothers of New 


York and Watling, Lerchen & Co. of Detroit, 
the public 167,955 shares of S. S. Kresge Co. 
Of the total offered, 


< 


stock at $35.25 per snare. 
for the account of a selling stock- 
holder and 27,955 shares for the 
account cf the company, the net 
proceeds of which will be addec 
to the general funds of the com- 
pany to be available for general 
corporate purposes. Other Mich- 
igan bankers participating in the 


offering were: Campbell, McCarty 
& Co., Inc., First of Michigan 
Corp., M. A. Manley & Co., Mc- 


& Co., Charles A. 
Wm. C. Roney 


Donald-Moore 
Parcells & Co. and 
& Co. 


The investment banking firm 
of George A. McDowell & Co. 
was the principal underwriter 
of 56,000 shares of Kent-Moore 
Organization, Inc. $1 par com- 
mon stock at $7.50 per share, 
the proceeds of which will go 
to selling stockholders. The 
stock of this company was pub- 
licly offered on July 21 for the 
first time, and follows the re- 
cent four-for-one split-up of 
the common shares. 

Kent-Moore designs, engin- 
eers, developi, manufactures, 
distributes and sells’ speciai 
service department tools and 
equipment needed to maintain 
and service automobiles. It op- 
erates two plants, both located 
in Jackson, ‘Bitch. 


The Detroit Stoc k Rachne ge re- 
ports that trading volume in 
July, 1948 totaled 2!7.845 shares 
having a market valve of $3.267,- 
642. This compares with 299,196 
shares, with a dollar value of $4,- 
394,814, in June, and with 432.- 
735 shares, with a doilar value o! 
$5,966,402 in May. 

The 10 most active stocks 
Curing July were: Detroit Edi- 
son Co., Curtiss-Wright Corp., 
McClanahan Oil Ce., Gerity- 
Michigan Corp., Packard Motor 
Car Co., Electromaster, Inc., 
Commonwealth & Southern 
Corp., Avco Mauufacturinz 
Corp., Socony-Vacuum Oil Co., 
Inc. and Fase, Davis & Co. 


United 
Detroit, 
stockhoi 
tenders 


State -S Batiutor Corp., 
iiviting its preferred 
ders to make voluntary 
for the sale of their pre- 
ferred stock to the comnany at 
prices not exceeding the re- 
demption price. Tenders must be 
received by the company’s treas- 


is 


urer on or before Sept. 39, andl 
notice of acceptance or rejection 
will be mailed not later than Oct 
20. Tencers at the Icwest prices 
will be given priority. 

Baker, Simonds & Co., De- 
troit, on July 14 publiely of- 


fered 156,000 shares of common 
stock of Industrial Stamping & 
Mfg. Co. of Detroit at par (S1 
per share), the net proceeds to 
be used as follows: Approxi- 
mately $75,000 to pay for ex- 
pansion: and the remainder to 
be added to working capital. 

On May 29, 1948 the Stamping 
company purchased the entire 
assets of Colfax Building Co., 
Detroit, and thus acquired title 
to the land and buildings which 
it had formerly been occupy- 
ing under a lease. Inci\strial 





Connecticut Securities 
PRIMARY MARKETS 


Statistical Information 


CHAS. W. SCRANTON & Co. 


MEMBERS NEW YORK STOCK EXCHANGE 
New Haven 6-0171 


New York Canal 6-3662 
Teletype NH 194 











New London 2-4301 
| Hartford 7-2669 


Waterbury 3-3166 
Danbury 5600 














TiFrtT BROTHERS 


Members New York and Boston Stock 
Exchanges 


Associate Members New York Curb 
2 Exchange 
Primary Markets.in 


Hartford and 
Connecticut Securities 


Hartford 7-3191 


New York: 
BArelay 7-3542 








Bell System Teletype: HF 365 


on July 21 offered to 
$10 par value common 
140,000 shares were 


produces deep draw stampings 
and assemblies for the avto- 
motive, refrigeration, household 
appliance and container indus- 
tries. 

+ Bo % x 
C. Russell Feldmann, Chairman 
cf the board and President of In- 
ternational Detrola Corp., De- 
troit, and Richard E. Laux, Exec- 
utive Vice-President of General 
Instrument Corp., and associates, 
have acquired contro! of the latter 


corporation, which manufactures 
radio and television components. 

Besides being elected to the 
board of General Instrument 
Corp., Mr. Feldmann has been, 
elected its chairman, succeeding 
Samuel Cohen, while Mr. Laux 
becomes President, succeeding 
Abraham Blumenkrantz from 


whom the controling interest was 
purchased. Kenneth C. Meinken, 
President of National Union 
Radio Corp., was also added to 
the board of directors, succeed- 
ing Louis Scadron. 


White, Noble & Co. of Grand 
Rapids on July 29 publicly of- 
fered 22,000 shares of 514% 
cumulative convertible  pre- 
ferred stock of American 
Spring of Holly, Inc., at par 
($10 per share.) The net pro- 
ceeds will be used to acquire 
8514° of the outstanding stock 
of Automatic Products Co. and 
100° of Bangor Investment Co. 
stock. American manufactures 
springs and wire forms for var- 
ious mechanical purposes. 


Kaiser-Frazer Corp., Willow 
Run, tor the first six months of 
1948 reported consolidated earn- 
ings of $10,407,000 before pyro- 
vision for income taxes and $6.- 
204.000 after taxes. This com- 
pares with a _ loss $2,188,039 
for the initial half of last year. 

Net income for the June quer- 
ter after income taxes azvgregatel 
$3,916,006 or 85 cents per shar? 
cn the 4,563,800 common. shares 
cutstanding, compared with a nei 
yrofit for the second quarter oj 
1947 of $1,048,255, equal to 22 
cents per share. Sales in the sec- 
cnd -quarter of this vear totaled 
$92.700.600, as against $52,958,090 
in the like period last year. 

Cash balances on June 30, 1948 
amounted to $28,900,000. Nei 
working capital increased during 
the quarter by $2,838,233 to $23,- 
413,715. 


ot 


A registration statement was 
filed with the SEC on July 14 
covering $25,000,000 first mort- 
gage bonds, due 1878, of In- 
diana & Michigan Electric Co. 
The net proceeds are to be used 


to prepay $6,000,000 of bank 
notes borrowed for construc- 
tion and $10,000,000 borrowed 


by Indiana Service Corp. and 
assumed by the company under 
a merger and the balance added 
to treasury funds. Underwrit- 
ers will be determined by com- 
petitive bidding. 
Gerityv-Michigan Corp., Acrian. 
‘or the fiscal year ended June 30 
1948 reported sales of $14,118,354, 


} 





Thursday, August 19, 1948 
the highest in its history. In the 


rreceding fiscal year sales totaled 


$13,941,400. For the quarter 
ended June 30, 1948 © sales 
amouni2d to  $3.687.029, com- 


pared with $3,944,904 in the cor- 
responding period last year. This 
decline reflects the curtailment of 
operations in the automotive in- 
dustry during the last quarter, the 
1esult of steel shortages and labor 
difficulties. The corporation has 
booked nearly $19,000,000 of. or- 
ders for the fiscal year which be- 
gan of July 1, 1948, of which 
slightly more than $14,000,00C 
represents orders from the auto- 
motive industry. 


Charles E. Bailey & Co., De- 
troit, late last month publicly 
offered 200,000 shares of com- 
mon. stock of Dunk Donut 
Corp., at par ($1 per share), 
the net proceeds to be used 
principally for additional “Dunk 
Donut Shops” throughout the 


United States. 
Watling, nen & Co. was 
included in the list of 12 in- 


vestment bankers, who under- 
wrote an issue of 87,167 shares 
of McCall Corp. common stock 
which were offered to McCall 
common stockholders of record 
July 20, 1948 at $26 per share 
on the basis of one additional 
share for each share _ held. 
Subscription warrants expired 
on Aug. 3, 1948. 


income of The Dow 
Co., Midland, and its 
again reached a new 


Gross 
Chemical 
subsidiaries 


high at $174,353,190 for the fiscal 
year ended May 31, 1948. This 
was 31% above the previous 
year’s nigh of approximately 
$133,000,C00. Net income was the 
most i:avorable in recent years, 
amounting to 12% of the income 


After payment of $2,461,- 
preferred dividends, earn- 


dollar. 
296 in 


ings amounted to $3.72 per com- 
mon share against $2.31 for the 


preceding year on the 4,994,824 
shares of common stock outstand- 
ing. 


First of Michigan Corp. on 
July 28 participated in the 
public offering of $50,000,000 
Commonwealth Edison Co. first 
mortgage 3% bonds, series N, 
due 1978 at 100.99% and in- 
terest, and on Aug. 12 was in- 
cluded in the group of under- 
writers publicly offering 200,009 


shares of Northern States 
Power Co. (Minn.) cumulative 
preterred stock, $4.80 series 


(without par value) at $102 per 

Share and dividends, 
Dd 4 = 

Edwin J. Anderson, President of 
the Goebel Brewing Co. of Detroit 
and Muskegon, reported that 
sales for the first six months of 
1948 were $10,481,643, an in- 
crease ol 24.6% over the $8,410,- 
551 for the corresponding period 
last year. For tne second quarter 
of the current year, sales totaled 
$5,955,909, up 26% over the $4,- 
727,792 reported for the three 
months ended June 30, 1947. For 
the quarter ended June 30, 1948 
net profit amounted to $420.83 0, 
equal to 28.1 cents per share, 
aiter provision for taxes of $259,- 
000. This compares with a net 
profit of $386,787; equal to 27.7 
cents per share, after provision 

(Continued on page 39) 
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Stop Inflation by Use 
Of the Gold Standard 


By PHILIP M. McKENNA* 
President, Kennametal, Inc., Latrobe, Pa. 


Holding our real salvation lies in restoring promptly use of sound 
money in U. S., manufacturer urges return to a gold coin standard. 
Contends outlawing ind.vidual ownership of gold coins has been 
means of destroying human liberty, and cites examples of France 
and Russia. Concludes irredeemable paper money control by poli- 
ticians robs the thrifty and capable and leads to financial chaos. 


You know me as a lecal citizen and as a manufacturer of hard 


metal tools. 


invented about 5,000 years ago, namely, money. 
It is a measuring tool for use in daily transactions and for 


tool? 
measuring fair 
value; also in 
transaction of 
business over 
a period of 
time. How 
well it serves 
the purpose ot 
honest men 
depends upon 
the degree of 
certainty 
which they 
may place up- 
on its present 
and future 
value. Here is 
a silver dollar. 
It is said that |. 
George Washington threw one 
across the Pctomac River. Some 
doubt this, but they may not have 
taken into consideration that 
money went farther those days! 
The habit of throwing money 
around seems to have become 
even more prevalent on the banks 
of the Potomac recently. 
Seriously it is hard to tell you 
the losses suffered by the thrifty 
and frugal people of America who 
have seen their dollar savings 
more. than cut in two in purchas- 
ing power. The orphan, the widow 
and the old retired folks suffer 
silently without making any fuss. 
dollar of savings in the 


\ 





Philip M. McKenna 


Every 
form of savings bank accounts, 
life insurance, preferred stocks 


and bonds is now buying less than 
half of what it did when it was 
saved ten years ago. A deterio- 
rating currency robs all who work 
and save. Economists’ soberly 
estimate that the dollar will con- 
tinue to depreciate about 3% a 
year in the foreseeable future un- 
less a great change comes in our 
country’s monetary policy. This 
year I should guess the deteriora- 
tion to have been greater than 
this, as much as 10% in a single 
year. Is there no hope then to 
attain a nondeteriorating money 
in America? 

Yes, there is, and I am here to 
tell you about it today. The rem- 
edy is needed now. One does not 
have to be an expert or a prophet 
to see the eventual disaster if this 
money deterioration continues. Of 
course there are personal ways by 
which active canny business men 


think they can save their own 
skins. For instance even George 
Washington, while publicly con- 


demning speculation and hoard- 
ing of goods and denouncing the 
yefusal of merchants to sell their 
goods at “reasonable” prices in 
terms of the depreciating Conti- 
nental currency, wrote his half 
brother, Lawrence, managing their 
Virginia property, not to sell a 
tract of their land for money, but 
only to trade it for other property. 
In Germany in 1920 to 1924 smart 
people thought they were escap- 
ing the damaging results of infla- 
tion of the money supply and in 
fact profiting by it by buying up 
tangible property; some _ like 
Stinnes and Thyssen, the steel 
manufacturers, even borrowing to 
pyramid their paper profits. The 
middle class. in Germany was 
partly Jewish and intermarried 
freely in the German business 
class of that time. Their behavior 
enabled Hitler to arouse the ani- 


*An address by Mr. McKenna 
at a meeting of the Latrobe Rotary 
Club, Latrobe, Pa., Aug. 4, 1948. 





‘ 


But today I want to talk to you about a kind of tool 


How is money a 


mosity of the rank and file who 


had been unable to protect them- | 


selves against inflation of paper 


| 





money. The label Jewish was at- | 7 1 
'over the similar period of 1947. | 


tached to the middle class gen- 
erally and persecution, 
and severe laws stopped freedom 


controls | 


of persons to own and trade and | 


carry on business without rigid 
and cruel government controls in 
Germany by 1934. I know, as 
many of you do, ways to protect 
myself or even profit by deterio- 
rating currency. But on sober sec- 
ond thought is that what we want 
to do? I have no desire to behave 
in such a way that a number of 
fellow citizens may feel compelled 
to tar and feather me. Our real 
salvation lies in restoring prompt- 
ly to the American people the use 
of sound money by 
wage earner and his savings are 
protected as well as the honest in- 
vestor of larger amounts. 

At this point you may wish to 
know precisely what I mean by 
sound money as_ distinguished 
from irredeemable pieces of pa- 
per. I mean a medium of ex- 
change which within itself posses- 
ses a given quantity of a thing of 
intrinsic value or at the option of 
the owner is convertible into a 
specified quantity of a thing of in- 
trinsic value. As an example, a 
gold coin of a given standard of 
weight and fineness is a medium 


of exchange possessing  intrin- 
sic value. Come war or revolu- 


tion or repudiation, coins minted 
from gold or any other metal pos- 
sess the value of their metallic 
content. I am sorry I haven't 
a $20 gold piece to show you, be- 
cause in 1934 a tyrannical law was 
enacted which required all gold 
coins to be turned into the Treas- 
ury in return for which the owner 
was given $20 per ounce in irre- 
deemable paper money; and 
shortly thereafter the government 
declared gold to be worth $35 an 
ounce instead of $20.67 an ounce 
as was standard before 1933. 
When you recall that one of the 
first moves by Lenin, Mussolini 
and Hitler was to outlaw indi- 
vidual ownership of gold, you ve- 
gin to sense that there may be 
some connection between money, 
redeemable in gold, and the rare 
prize known as human liberty. 
As Bobby Burns said of 
golden guinea: 
“Not for to hide it in a hedge 
Nor for a trained attendant 
But for the glorious privilege 
Of being independent.” 


Also when you find that Lenin 
declared and demonstrated that a 
sure way to overturn the existing 
social order was by printing press 
paper money, then again you are 
impressed with the possibility of a 
relationship between a gold backed 
money and human freedom. 

In that case then certainly you 
and I as American citizens should 
know the connection. We must 
find it even if it is a complex and 
difficult subject. 

To those of you who may say 
our present irredeemable money 
and government control of credit 
and interest rates is all right, we 
expect prices to go down as they 
did in 1920 after the first World 
War, and as they have done after 
other wars, I beg you to look a 

(Continued on page 27) 


the 


Missour! Brevities | 


On Aug. 6, a group of 90 investment banking firms publicly 
offered 150,000 shares of 5% cumulative convertible preferred stock 


of Allen B. DuMont Laboratories, 


| dividends, the net proceeds of which are to be used to 


@ 


working capital, to defray in 
whole or in part the cost of ad- 
ditional facilities and for other 
general corporate purposes re- 
auired by the company’s ex- 
panding business. Missouri 
bankers participating in_ this 
offering were: Taussig, Day & 
Co., Inc., Newhard, Cook & Co., 
Edward D. Jones & Co., Fusz- 
Schmelzle & Co., and Dempsey - 
Tegeler & Co. 


Sales of Monsanto Chemical | 
Co., St. Louis, during the six | 
months ended June 30, 1948) 
amounted. to $78,739,148, an in-| 
crease of approximately 11% | 


Net earnings were $7,926,759, 
equivalent to $1.73 per common 
share on the 4,272,531 shares out- 
standing on June 30, 1948. Net 


‘income for the same period last; 


which the | 


year was $9,275,133. Current as- 
sets at June 30, 1948 amounted to 
$70,044,708, as against current li- 
abilities of $24,019,645. 


Net earnings of Hussman Re- 
frigerator Co. for the six months 
ended June 30, 1948 were $811,313, 
equal, after preferred dividends, 
to $2.03 per common share. This 
compares with $875,311, or $2.40 
ver common share for the corres- 
ponding period last year (after 
giving effect to two-{for-one split- | 
up effective July 21, 1947). Sales 
for the first-half of 1948 were | 
$7,741.564, compared with $8,214,- | 
438 in the first six months of Jast 
year. Working capital at June 30, 
1948 was $4,729,526 compared 
with $4,268,178 on Dec. 31, 1947 
and with $3,605,734 on June 30. 
1947. 


A. G. Edwards & Sons and 
Metropolitan St. Louis Co. one 
Aug. 10 participated in the pub- 
lic offering of 350.600 shares of 
Ashland Oil & Refining Co. 
$1.20 cumulative convertible 
preferred stock (without par 
value) at $24 per share and 
dividends. 


Net profit of Allied -Labora- 
tories, Kansas City, for the six 
months ended June 30, 1948 after 
all charges and taxes amounted to 
$432,606, equal to $1.66 per share 
on the 261,290 snares now out- 
standing. This compares. with 
$595,661, or $2.27 per share, in the 
corresponding period of last year. 


Interstate Bakeries Corp., Kan- 
sas City, reports for ihe 28 weeks 


ended July 10, 1946 net sales of 
$31,505,101 and estimated net 
profits, after Federal income 
taxes, of $1,046,856, or $2.76 per 
common share. For the 28 weeks 
ended July 12, 19#7. net sales 
were $27,.618.896, and net profit 


| common 


| per preferred share, against $11.27 


| profit 
The 


Inc., at par ($20 per share) and 
increase 





after taxes $890,242, or $2.24 per | 
share. For the 1948 
period the company earned $13.25 


in the 1947 period. 


The following Missouri 
bankers’ participated in the 
public offering on July 15 of 
$80,000,000 Westinghouse Elec- 
tric Corp. 2.65% 25-year con- 
vertible debentures due 1973 at 
101 and _ interest: Newhard.,. | 
Cook & Co., Stern Bros. & Co., 
Reinholdt & Gardner, Smith, 
Moore & Co., and Stix & Co. 


The Empire District Electric 
Co., Joplin, reported for the first- 
half of this year gross operating 
revenue of $3,443,760, compared 
with $3,407,294 for the corres- 
ponding period last vear. Net in- 
come after charges and Federal | 
income taxes totaled $557,647. | 
against $513,240 for the first six | 
months of 1947. For the 12) 
months’ period ended June _ 30 | 
1948 gross amounted to $6,629,402, | 
and net after taxes to 





| 
| 


$950,339. | 
compared with $6,499,851 and) 
$895,932, respectively, in the pre- | 
vious 12 months’ period. 


A. G. Edwards & Sons, St. 
Louis, also was included in the | 
group of investment banking | 
firms which on July 28 publicly | 
offered 106,009 shares of Gen- 
eral Plywood Corp. 5% cumula- 
tive convertible preferred stock 
at par ($20 per share) and ac- 
crued dividends. 


The balance sheet of American 


Service Co., Kansas City, at June} 


30, 1948 reflects a current assets 
to eurrent liability vatio of ap- 
proximately 2.2 to Gne as com- 
pared to 2.9 to one ratio on June 
30, 1947. The decrease is due to 
expenditures approximating $349,- 
106 for additional plant capacity 
at Newnan (Ga.). Montgomery 
(Ala.),- Bluefield (W. Va.) and 
major improvements at other 
places and the purchase of motor 
trucks. 


Edward D. Jones & Co., Rein- 
holdt & Gardner and IL M. 
Simon & Co on July 21 par- 
ticipated in the public offering 
of 167,955 shares of S. S. Kresge 
Co. common stock (par $10) at 
$35.25 per share. 

Mid-Continent Airlines, Inc., 
Kansas City, reported a net profit 
of $25,496 in June, 1848, after ad- 
justment for taxes, 
compared to ané_e adjusted 
$19,319 in June, 
profit the 
this after 


income as 
ne? 
1947. 


second 


of 


net for 


quarter of year. tax 





Berkshire Fine Spinning 
Black, Sivalls & Bryson 
Commonwealth Gas 
Consolidated Dearborn 
Delhi Oil 

Rockwell Mfg. 
Southern Production 
Southern Union Gas 

Southwest Gas Producing 


Bought — Sold — Quoted 


SCHERCK, RICHTER COMPANY 
Landreth Building 
St. Louis 2, Mo. 

” TETAS! RD SCENE IRS ESE he PE EE NEO, | RE RAPA NP 


Bell Teletype 
SL 456 


~ 


Garfield 0225 
ius Em 123 





sales, 


| funded 


adjustment, was $72,602 or 19 
cents per share as compared to a 
net loss of $104,914 or 27 cents 
per share in the first-quarter. 
This brought the net loss for the 
first six months of 1948 down to 
$32,312 (or 8 cents per share) 
compared to a net profit of $5,302 
for the same priod last year. 


White & Co., St. Louis, and 
Dempsey & Co., Chicago (HL) 
and associates in July publicly 
offered 160.090 shares of Steak 
’n Shake, Inc. (Bloomington, 
lil.) common stock (par 50 
cents per share) at $2.50 per 
share, the net proceeds going to 
selling stockholders. Of the 24 
restaurants now in operation, 15 
are owned by Steak ’n Shake, 
Inc. three are owned and oper- 
ated by A. H. Belt & Co., Inc., 
a wholly-owned subsidiary, and 
six are independently owned, 
operating under franchise 
ee reements with Steak ’n Shake, 
ne. 

8 RE 


Central Illinois P. S. 
Com. Placed on Market 


The First Boston Corp. and 
Central Republic Co., Inc., headed 
an underwriting group which of- 
fered to the public Aug. 18, 574,087 
shares of $10 par value common 
stock of Central Illinois Public 
Service Co. The stock, awarded 
to the group at competitive sale 


Aug. 17 on its bid of $12.92 per 


share, was priced at $13.75 per 
share. 


These shares, previously held 


'by Halsey, Stuart & Co. Inc., rep- 
| resent approximately 25.74% 
the 
|}common stock of Central Illinois 


of 
outstanding $10 par value 
which will not receive any part 
of the proceeds of this sale. ._Divi- 
dends of 25 cents per share were 
paid quarterly on this stock in 
1947 and thus far in 1948, but 
purchasers of this offering will 
not be entitled to receive the 
dividend already declared, pay- 
able Aug. 31, 1948. 

The company is engaged prin- 
cipally in the generation, distri- 
bution and sale of electricity in 
central and southern Illinois. In 
the 12 months ended May 31, 
1948, the company derived 90.38% 
of its operating revenue from 
electric sales and 8.30% from gas 
In the same period, oper- 
ating revenues were $23,950,463 
and net income was $4,565,018. 

The company has outstanding 
debt amounting to $51,- 
850,000; 150,000 shares of 4% pre- 
ferred stock and 2,230,000 shares 
of $10 par value common stock. 
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Paltason, Tenenbaum Co. 


LANDRETH BUILDING 
ST. LOUIS 2, MO. 


Teletype—SL 486 L. D. 240 

















STix & Co. 


INVESTMENT SECURITIES 


S09 OLIVE STREET 


StT.Louts 1,Mo, 





Members St. Louis Stock Exchange } 
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Prospectus upon request from 
your investment dealer, or from 


NATIONAL SECURITIES & 


RESEARCH CORPORATION 
120 BROADWAY, NEW YORK 5, N. Y. 








| = 


| Misiual Funds 











BULLOCK FuND, LTD. 
DIVIDEND SHARES, INC. 
NATION-WIDE SECuRITIES Co. 








Prospectuses 
available 
from 


Investment 
Dealers or 


Established 1894 





CALVIN BULLOCK 











Manhattan 
Bond Fund 








Prospectus from your Investment Dealeror | 


HUGH W. LONG & CO. 


INCORPORATED 


48 WALL STREET. NEW YORK 5, NY. 
fr €s <i Sriel 





LO$ ANC 











Keystone 
Custodian 


Funds 


Certificates of Participation in 
INVESTMENT FUNDS 


investing their capital 


IN 
BONDS 
(Series B1-B2-B3-B4) 


PREFERRED STOCKS 
we (Series K1-K2) 


COMMON STOCKS 
(Series S1-S2-S3-S4) 








Prospectus from 


your local investment dealer or 


The Keystone Company 
of Boston 
50 Congress Street 
Boston 9, Massachusetts 
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By HENRY HUNT 


“If I Were a Retail Salesman” 


The eighth article in this series was written by Craig Severance, 
General Sales Manager of F. Eberstadt & Co., Ine., sponsors of Chemi- 
cal Fund which had mid-year assets of $25,684,000. Chemical Fund 
formed only 10 years ago, is the largest of the single industry group | 
funds (excepting Group Securities Steel Shares) and has a good | 
performance record together with a below average expense ratio. 

Mr. Severance has been with Eberstadit & Company since 1926. 
taking time out for a tour of duty in the Navy during the war. He 





_does considerable traveling in the wholesaling of Chemical Fund, on | 


which he is doing an excellent job. 


What Did I Pay For It? 


Every securities salesman has run across the type of investor | 


+ 


who, when advised to dispose of one of his holdings, replies, “Let’s | 


see, ‘what did I pay for it?” 
market value, he refuses to sell ‘ 
way. 

Logically, if a stock appears overpriced or in a downward price 
trend, an investor should prefer to take a loss (up to $2,000) rather 
than a profit. By so doing he decreases instead of increases his 
income tax. However, an aversion to taking losses seems to be 
human nature even though the price one pays for a security has 
nothing whatsoever to do with its current value. A _ psychologist 
might attribute this bit of human frailty to the subconscious pr.de in 
one’s financial acumen. 

In 1907, the writer’s father bought a railroad stock which 
oromptly declined 10 points from his purchase price. At that time 
he swore he would sell it as soon as he could get out even but not 

one day before. He was a man of his word, and sold it as soon as it 
got back to its cost—almost 20 years later! Within a year after he 
had sold out, the stock doubled in price. While not many of us are 
as patient or as stubborn as the above example, it is extremely diffi- 

| cult to persuade some investors to take a loss. 

The successful trader’s maxim 1s “Let your profits ride, but cut 

_your losses short.’ Unfortunately, the average investor tends to fol- 


Upon finding that his cost exceeds the | 
‘irregardless’ as they say on Broad- 





low this maxim in reverse. It might be well to point cut to such | 


investors that although “You can’t go broke taking profits,” 
go broke by refusing to take losses. 


Diamonds at a Premium 


“These Things Seemed Important,” issued by Selected Invest- 
ments Company, quotes as foilows from an article by R. M. Bleiberg 
in “Barron’s”: ‘“‘For most prospective purchasers, diamonds are avail- 


_able only at the retail level, after a succession of mark-ups has oc- 


curred from the time the rough stones were mined in Kimberly until 
they glitter in a jeweler’s showcase. To buy at the consumer’s level, 
and sell at a profit at the deaier’s theginvestor would have to hold his 
stones until prices very nearly doubled. Considering that they have 


you can | 


a'tready tripled since 1939, diamond merchants feel this is at best an | 


outside chance over the next few years.” 


“An Island of Conservatism’ 


The following two paragraphs and chart are excerpts from the 
excellent “Market Review” written monthly by Ralph Rotnem of 


| Harris, Upham & Company: 


“Perhaps the best descrivtion of the stock market that we have | 


which said 
Since 


read is the one in an editorial in the New York ‘Times’ 
it is ‘an island of speculative conservatism in a sea of inflation.’ 
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1939, the stock market has gone up only 30% while commodities have 
risen by more than 200%. Yet in the same time corporate earnings 
have risen 110% and dividends are up 75%. 

“There is a much healthier relationship between the levels of low 
priced stocks and the genera! market than is usually evident at im- 
portant tops. If past history is any guide, there will be more reason 
to worry about the market after a sharp advance of lower priced 
issues has been seen. Interestingly enough these lower priced stocks 
generally reach their peaks and start down before the higher priced 
ones do. The advance this year has been accomplished with little 
public buying.” 
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WANTED 


AN INVESTMENT COMPANY 


Retail securities organization will buy the management and 
underwriter’s contracts of a registered open end invest- 
Send complete 
details to P. O. Box 226, Church Street Siation, New 
York 8, N. Y., Desk 36-R. 


ment company of the managerment type. 
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“Jf I Were a Retail Salesman” 


(Eighth of a Series) 
By CRAIG SEVERANCE 
General Sales Manager, F. Eberstadt & Co., Inc. 


“As a matter of fact, Mr. Jones, you have not done 
badly with your investment program, Your account shows 
little loss in principal over the pasi 10 years, and you have 
averaged about 4% income. However, as you point out, 
our economy has been growing consider- 
ably and you have reason to be dissatis- 
fied, for instead of a ioss in principal 
you should have a gain.” 

If Mr. Jones were to stop and think 
a minute, he would agree that there is 
probably no ccmmodity as poorly man- 
aged as money. 

Case histories are filled with the 
stories of successful professional and 
businessmen who have dissipated their 
savings investing on “tips.” Others have 
selected stocks after hasty consideration, 
buying the so-called “blue chips,” put- 
ting them in safe deposit boxes and then 
forgetting about them —to their subse- 
quent sorrow. 

Mr. Jones has fared better than the 
average investor, but not as well as he 
should have. Although he is able and astute in his own 
business, he cannot take time out to give his investments the 
continuous study they must have if he is to be successful. 


The wide awake Mr. Jones is aware of this dilemma, yet 
is stumped as to how to find the best solution. 


And now back to the interview: 


“The open-end investment company has been espe- 
cially designed to give you, whose full time and energy is 
best devoted to your own business, an investment medium 
which, at almost negligible cost, is being continuously man- 
aged by those who make the study of investments their life 
work. These companies afford you greater than average 
safety through diversification, a satisfactory return, and 
convenience in personal accounting by having one certifi- 
cate represent your investments in many securities. The 
one factor of constant and expert supervision is worth all 
that you pay.” 

Any study, on the part of Mr. Jones, wouid show him 
that most investment companies have seasoned manage- 
ments who have successiully weathered periods of eccnomic 
depression, political experimentation, and the most devas- 
tating war in history. Such management should be better 
equipped to guide investment policy through the period of 





Craig Severance 


postwar adjustment and inflation than he, as a part time 
investor attempting to “go it alone,’ could ever expect to 
achieve. 

“Investment company managements, Mr. Jones, are not 
all seeing—they cannot call the high and low of each 
market swing. Any managemnt, whether it be of money, a 


factory, or a business, occasionally makes an error in judg- 
ment. However, the judgment of the management of invest- 
ment companies should be better than that of the average 


investor, because this managem2nt is continually studying 
market trends, underlying economic conditions, and com- 


pany reports. 

“There are certain types of investments which go a long 
way in overcoming the human error entering into any 
decision as to when is the right time to sell or buy securi- 
ties. That is why I want you to look at XYZ Investment 
Company; it specializes in growth investments. Its portfolio 
consists of stocks of companies which through research and 
experimentation are continually developing new products 
and finding new uses for their old products. Such com- 
panies tend to hold up better in earnings and dividends 
during periods of declining security. markets and to go 
ahead taster in rising markets. 

“Suppose you had purchased one share of Douglas Air- 
craft at its 1929 high of 4542; you would call that pretty poor 
timing wouldn’t you? Yet today, it is selling just under $60 
a share. In another of the country’s great growth industries, 
Monsanto Chemical reached a high of 80% in 1929. Today, 
after stock splits, you could realize almost $400 on the pur- 
chase oi this original share! Thus tie risks of poor timing of 
purchases are minimized. 

“In sum, Mr. Jones, when you purchase the shares of an 
investment company specializing in sound growth invest- 
ments you gain two things: all the advantages inherent in 
continuous professional supervision, plus the added factor of 
growth—a combination which is hard to beat.” 











organized 


.B, Pearsall, 


Distributors Formed 





Harold K. Young, Secretary and 
| Treasurer, 


Investment Managers of Dela- 
ware Fund, Inc., are D. Moreau 
Barringer and W. Linton Nelson, 
Investment Counsellors Philadel-— 
phia. Except for their war serv- 


Delaware Fund 


Van Alstyne Noel Corp. has 
a financial affiliate, 
Delaware Fund Distributors, Inc.|! ¥ . 
(a New York corporation), which) !©®&: Mr. Nelson has been active in 
will be the exclusive wholesale) the investment management busi- 
distributor in the United States) Ness since 1929 and Mr. Barringer 
and Canada for shares of Dela-/| Since 1931. Both have been con- 
ware Fund, Inc., a mutual open- | tinuously connected with Dela- 
end investment company estab-| ware Fund, Inc., as officers and 
lished in 1938. investment managers since its in- 


Officers of the | corporation. 
are David Van Alstyne, Jr., Danforth Field Co., San Fran- 
President; Elvyn 5S. Cowsgill,| cisco, Cal., will be the Pacific 
Executive Vice-President; Gilbert Coast representative of Delaware 
Vice-President, andi Fund Distributors, Inc, 


new company 
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BOND CLUB OF DENVER 


The Bond Club of Denver will hold 














NSTA Notes 











its annual summer frolic 


and golf tournament at the Park Hill Country Club on August 27. 
Arrangements for hotel reservations for out-of-town guests may be 
made through Donald Paterson, Boettcher & Company. 


Fee for non-golfing members is $5; 


guests, $15. 
In addition to 
sports and several 


for golfing members, $7; 


the golf tournament there will be miscellaneous 
special features are plained. 


SECURITY TRADERS ASSOCIATION OF NEW YORK 
STANY bowlers announce that they have contracted for 19 


alleys at the City Hall Bowling Center, 


23 Park Row, for 33 weeks 


starting Thursday, Sept. 9, at 8 p.m. sharn. All those interested in 
bowling should contact any member of the bowling committee: 


Arthur J. Burian, Strauss Bres., Inc.; 


Sidney H. Fisher, Western* De- 


velopment Corp.; Richard H. Goodman, Cohu & Co.; Thomas Green- 


berg, C. E. Unterberg & Co 
Kumm, Dunn & Coa:; 


= “Duke” 
George V. Leone, Frank C. Masterson & Co.; 


Hunter, Hunter & Co.; William 


Herman D. Meyer, Stern & Co.; John J. O’Kane, Jr., John J. O’Kane, 


Jr. & Co.; Lewis H. Serlen, 


Josephthal & Co. 


SPECIAL TRAIN FOR NSTA CONVENTION 
All delegates arriving on the Special Train for the November 


Convention need not write for 


hotel reservations. However, any 


delegate not planning on coming on the Special Train must write 


fcr his reservation (hotel) to Rogers, Ray, 
2703 Mercantile Bark Building, Dallas 1 


Rauscher, Pierce & Co., 
, Texas. 


SECURITY TRADERS ASSOCIATION OF NEW YORK 

The Security Traders Association of New York is reminding all 
members planning to attend the annual outing at Travers Island on | 
Sept. 10 that reservations must be made by Friday, Aug. 27 since 


to insure a good dinner, 


there will be no door sale. 


In sending in 


Director of Selective Service 


The New Selective Service 
Law—A Peacetime Draft 


By MAJOR GENERAL LEWIS B. HERSHEY* 


General Hershey explains provisions of recent Selective Service Act and states in age group now be- 
tween 22 to 25 years inclusive, “we feel that we will be lucky enough if we get 60,000 that are fit for 
service.” Contends, though inductions will be constant, they will not be large, and education and jobs 


of registered men will not be interfered with. 


Before we talk about this (Selective Service) law, let us be perfectly clear that this 


law in purpose and in construction was a law which was made to avoid rather than to 


fight war; a law that is written in hope and one that was planned for the purpose 


of 





ee: ee ene a 
strong enough a scarcity of men for service, if 
to avoid war you admit all the reasons for not 
rather than serving. 

participate in We expect to 
it. That is 
evidenced) 
throughout. 
the Act. Had 
the Act been’ 
written to, 


register about 


gust and the 18th of September, | 
which is a very sizable amount. | 
It is somewhat less than we in-| 
ducted in the armed forces during | 
the war and it is quite a little! 





fight a war) less than the combined strength of 

there would the armed forces. Just the same, 

have been nine or ten million men are a lot 

many, many of men. But until you make 

things that! some little survey of who they 

are far dif- | are, it means nothing in terms o! 

Lewis B. Hershey ferent in it.) men inside the armed forces, anc 
Before I) it should not be necessary to note 

speak about the Act itself 1) that we are only three years from 


would like to make two or three) 
observations on that which we) the greatest mobilization we have 
deal with, and that is manpower. ever been through. 


Manpower issomething we| We started taking boys during 
i'have had with us about as long’ the last several years of the war 
as we have been around. We see at 18. The result was that boys 
|it everywhere and probably in| who were 18 before the close of 


the close of the war that caused 





checks preference should be stated for either a two- -pound Maine| many ways we understand less| the war and many who became 18 


lobster or prime ribs of beef. 


Those interested in sports events should get in touch with: 


Horseshoes—Lawrence A, Wren, 


Greene & Co. 
Golf—Gerald F. 
ridge, J. Arthur Warner & Co. 


Softball—Josepk. C. Eagan, Frank C. Masterson & Co., or Joseph 


Cabble, Abraham & Co. 


Kane, Luckhurst & Co., or Theodcre E. Plum- 


Tennis—Richaid H. Goodman, Cohu & Co. 


Games—Arnold Wechsler, Ogden, 
Cards—Samuel Gronick, Gilbert J. 


“AD LIBBING” 


Wechsler & Co. 
Postley & Co. 


Now that vacations are ending, and we hope the past few months 
of inactivity will change, we are anxious te remind you of the work | 


we have ahead of us with our 1948 NSTA Convention Year Book | 
Supplement of the “Commercial and Financial Chronicle.” 


ihis new spurt of energy has been instilled upon the receipt of the 


summer edition of “Turret Events” 


Traders Association 
well done. 

Here 
attitude of some of our members 
Advocate”: ‘Finding 

K. I. M. YOUR NSTA.. 


is something we came across recently that may change the 


and we quote from the “Christian 


fault is one, of the unskilled employments.” | 
. “BUY ADVERTISING.” 


HAROLD B. SMITH, Chairman 


Yearbook Committee, 


NSTA, 


Collin, Norton & Co. 
120 Broadway, New Yor? eo. Ie. 


Dealer-Broker Recommendations 


(Continued from page 8) 


Leonard Refineries, Inc.—Circu- 
lar—George Birkins Company, 40 
Exchange Place, New York 5, N. Y. 





Long Bell Lumber Company— 
New analysis—Comstock & Co.. 
231 South La Salle Street, Chi- 
cago 4, Ill. 





Parker Appliance Company — 
circular — du Pont, Homsey Co 
31 Milk Street, Boston 9, Mass, 





Pepsi-Cola Company—Memo- 
randum—A. M. Widder & Co., 1 
Wall Street, New York 5, N. Y. 





Philip Carey Manufacturing Co. 
—Analysis—William A. Fuller & 
Co., 209 South La Salle Street, 
Chicago 4, II. 





Struthers Wells Corp.—Research 
item —Goodbody & Co., 115 
Broadway, New York 6, N. Y. 

Also available are an analysis 
of South Jersey Gas Company and 
a discussion of Inflationary | 
Checks and the Market for High- 
Grade Eonds. 


Texas Gas Transmission See: | 
poraticu—Discussion of interest- 
ing speculation—F. T. Sutton & 
Co., 11 Wall Street, New York 5, 
N. Y. 





Whiting Corporation — Special 
report—Strauss Bros., Inc., 32 
Broadway, New York 4, N. Y. 





Winters & Crampton Cerp, — 
Analysis—C. E. Unterberg & Co. 
61 Broadway, New York 6, N. Y 

Also available is an analysis 0° 
Miles Shoes, Inc. 


With S. R. Livingstone Co. 


(Special to THe Francia, CHRONICLE) 

DETROIT, MICH.—Donald E 
Ford has been added to the staf! 
of S. R. Livingstone & Co., Penob- 
scot Bldg., members of the Detroit 
Stock Exchange. 








Two With F. L. Allen Co. 


(Srecial to THE FINANCIAL CHRONICLE) 

LOS ANGELES, CAL.—Milton 
R. Aronson and Harry R. Srole 
| have been added to the staff of 
‘Floyd A. Allen & Co., Inc., 650 
| South Grand Avenue. 





Allen & Co. or Frank McCall, 


Perhaps | 


published by the Boston Security | 
We congratulate our Boston affiliate for a joo 





about it than we do any other) in the first year following the 

commodity, if it be a commodity: close of the war had either been 

and the Selective Service system) selected for service or rejected 

has some feelings in common with; because they were not suitable 

certain single ladies that I used| for service, or, in the rare cases, 

to know years ago, who used to| deferred because of some reason 

remark that there was a great| that was good enough in war to 

scarcity of men, because even) defer them, 

with our several millions there is | 

Our Manpower Pool 

let’s 
manpower 





| 
*A talk by General Hershey at| Now, 
a meeting on the Selective Service | into’ our 





pool. 


' the Commerce and Industry Asso- 
ciation of New York, Inc., Aug. 4, 
1948, 


bility for registration at 18 and 
ends at 25, and starts in liability 
for service at 19 and ends at 25. 





just translate that 


The 
| Act of 1948 under the auspices of} Act, as you know, starts in lia- 


If you consider that in the group 
who are now 22, 23, 24 and 25, 


there are approximately 5,000,000 


9,600,000 between the 30th of Au-| 








people and yet practically all of 
those were either taken for serv- 
ice, rejected for service, or de- 
ferred for the reason that was 
| good enough even when we were 
fighting for our lives—if you con- 
sider those factors, I don’t think 
it is very strange that we expect 
to screen only about 230,000 out 
of that 5,000,000 and we feel that 
we will be lucky enough indeed 
if we get 60,000 individuals that 
are fit for service and available 
for service out of the iop 5,000,000. 

You can see right away that 
the mass of the men that are 
going to be taken will fall in the 
20’s, the 19’s and the 18’s as they 
become 19 years of age. We be- 
lieve there are some 200,000 21- 
year-olds that will go through 
the mill. Whether we will get 
30 or 40 or 50% of them, I do not 
know, because there are many 
reasons why people will not be 
taken. Some of those reasons last 
throughout the period of the Act. 
Some of them only last during 
the first year. I refer particularly 
to those who are in college at the 
time they are called for service, 
Anyone who goes to college this 
year will be in college before he 
is called for service due to the 
fact that colleges will begin be- 
fore inductions. The result is that 
those who are unava:lable to us 
for induction are those who are 
in colleges this year; the boys 

(Continued on page 23) 











| 
Hl $1,580,000 


(Philadelphia Plan) 
Railway Company, but not individually 


| mately $2,107,800. 


MATURITIES AND YIELDS 


York. Definitive Certificates, with dividend warrant 
redeemable prior to maturity. These Certificates are offered when, 
definitive form will be delivered at the office of Halsey, Stuart & Co. Inc., 


August 13, 1948 





| The St. Louis, Brownsville and Mexico Railway 
iT Company Equipment Trust, Series AA | 


°8% Equipment Trust Certificates 


To mature annually $158,000 on each September 1, 1949 to 1958, inclusive 


To be unconditionally guaranteed as to payment of par value and dividends by endorsement 
| by Guy A. Thompson, as Trustee of the property of The St. Lonis, Brownsville and Mexico | 


These Certificates are to be issued under an Agreement to be dated September 1, 1948, 
which will provide for the issuance of $1, 580 ,000 aggregate par v alue of Certific ates 
to be secured by new standard-gauge railroad equipment estimated to cost approxi- 


1949 1.75% 1952 2.375% 1956 2.80% 
1950 2.00 1953 2.50 1957 2.85 
1951 2.25 1954 2.60 1958 2.875 
1955 2.75 
Issuance and sale of these Certificates are subject to authorization by the Interstate Commerce Commissto mn. - The | 


Offering Circular may be obtained in any State in which this announcement is circulated only fram th 
undersigned and such other dealers as may lawfully offer these securities in such State. 


HALSEY, STUART & CO. INc. | 


To be dated September 1, 1948. Par value and semi- repr il dividends (March 1 and September 1) payable 

sattached, in the denomination of $1,000, registerable as $10 Di irvalue. 

as and if received by us. Cer’ ificz ite 

123 South La Salle S'reet, C 

information contained herein has been carefully compiled from sources consi tered reliable and, while not guaranteed as to 
completeness or accuracy, we believe it to be correct as of this date. 
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| Canadian Securities 


By WILLIAM J. McKAY 




















The interdependence of the United States and Canada is fully 


recognized in meny respects 


but 


is apparently ignored in many 


others. On the poltical and military planes the two countries coop- 


rate in almost perfect unison. 
level but 
to establish a 


ciples at a 
has 


high 


been done CO- 


ordinated economic and commer- | 


cial policy at the practical level 

It is probably not an exaggera- 
tion to state that the maintenance 
of a high degree of economi 


| the natural 


prosperity in this country and thc | 


future standard of living of thi: 
country is largely dependent o1 
joint U. S.-Canadian efforts ta de- 
velop on a grand scale the enor- 
yous virgin natural resources vu 
the Dominion. The population oi 
the United States is mounting tc 
the degree that the dwindling do- 
mestic resources of raw materials 
sire causing increasing concern. O; 
the other hand inadequate popu- 
lation and the lack of commen- 
Surate domestic capital in relation 
to undeveloped resources consti- 
tutes a serious Canadian problem. 

Private U. S. enterprise with 
full encouragement of the Domin- 
ion authorit.es has achieved laud- 
able and encouraging results in 
the process of Canadian develop- 
ment. There is much to be done 
however, before U. S. capital will 
Zlow northwards in the volume 
necessary to accomplish the task 
that is daily becoming more ob- 
vious. At the present time a great 
wealth of thought in addition to 
the expenditure of vast sums is 
being devoted for the bolstering of 
the tottering economies of Europe 
and elsewhere. Insufficient con- 
sideration is given to a solution 
of the various U. S.-Canadian eco- 
nomic problems which are _ far 
simpler and if succesfully resolved 
would yield mutually beneficial 
results. 

The institution of a Joint Eco- 
nomic Board composed of repre- 
sentatives of industry and finance 
on-both sides of the border would 
be a constructive step in the rizht 
direction, Practical consideration 
would then be given to problems 
such as the elimination of tariff 
barriers and the adjustment of the 
U. S.-Canad/an trade balance, the 
abolition of exchange controls and 
the establishment of one stable 
rate of exchange for the Canadian 
collar, and means whereby the 
Dominion’s wealth of natural re- 
sources could be developed for 
ihe security and greater well-be- 
ing of both countries. 

As a result of tariff revision 
alone the Canadian trade deficit 
with this country would be re- 
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outstanding 


} resources 


In the economic and financial Ztields 
inere is agreement on broad prin- “ 
Little | 
1if not 


duced to insignificant proport:ons 
entirely eliminated; re- 
newed full confidence concerning 


| the standing of the Canadian dol- 


lar would cause a resumption of 
flow of U. S. invest- 
capital; vigorous exploita-| 
of the Dominicn’s natural | 
would initiate another 
great era of prosperity for the 
North American continent. he 
wartime Hyde Park Agreement 
demonstrated that in a period of 
national emergency it was pos- 
sible virtually to eliminate the 
border between the two countries. 
It is possible that history might | 
show that the present decade will 
provide an example of an even 
more critical period as far as the 
military and economic security of 
the two countries is concerned. 
During the week there was no 
change in the _ long-established 
pattern of dull inactivity in the 
external section of the bond mar- 
ket. The Dominion internals were 
slightly easier in sympathy with 
further weakness of the “free” 
Canadian dollar which is still un- 
der the pressure of offerings in 
connection with the November 
bond redemptions. Stocks were 
quiet and mostly lower but it is 


ment 
tion 


interesting to note that for % 
change the golds were inclined 
to resist the downward trend. 


Halsey Stuart Sffers 
So. Galif. Edison Bonds 


Halsey, Stuart & Co. Inc. heads 
a group of dealers which on Aug. 
18 was awarded $25,000,000 South- 
ern Cdiutornia Kaison Co. tirst and 
refurding mortgage bonds, series 
B, 3%, due in 19738. Reoffering 
of the bonds is being made at 
100.525% and accrued interest to 
yield approximately 2.97%. 

Proceeds from the sale will be 
used to reimburse the company 
for expenditures already made in 
the acquisition of property, fo1 
the extension and improvement of 
company fac.lities and to finance 
in part a $169,000,C90 constructio: 
program started in 1947 and 
scheduled for completion in 1949 
Gross property additions and im- 
provements in the first 142 years 
of the program amounted to $93,- 
481,427 and $75,000,000 more is 
projected for the next 12 years, 
principally in electric generating 
plants, transmission and distribu- 
tion l.nes and substations. 

The company estimated that of 
the $169,000,000 construction ex- 
penditures, $130,060,000 will have 
been raised from outside sources 
when the program is completed 
in 1949. With completion of the 
present financing, $105,000,000 of 
this amount will have been ac- 
quired. Previous financing for 
the program included $20,000,000 
of cumulative preferred stock, 
$40,600,000 of bonds and $20,.000.- 
000 of preference stock. 

Southern California Edison Co. 
is an operating public utility pro- 
viding electricity in the central 


and southern portions of Caii- 
fornia. In the six months ended 
June 30, 1948, it showed total 


operating revenues of $45,967,127 
and net income of $5,755,297. 
Following the present financing, 
capitalization. will 
consist of $203,000,000 first and 
refunding mortgage bonds, 160,000 


| shares of original preferred stock. 


2,453,429 shares of cumulative 
preferred stock, 2,452,846 shares 
of cumulative convertible prefer- 
ence stock and 3,183,295 shares of 


{common stock. 


Has Banking the Will to Remain Competitive? 


By CARROLL F. BYRD* 


President, Independent Bankers Asscciation, 12th F. R. District 
President, First National Bank, Willows, Calif. 


Contending extension of monopolies and cartels, through expansion of bank holding companies, consti- 
tutes potent threat to free enterprise, Mr. Byrd cites views of Federal Reserve Board and other super- 
visory agencies. Says failure to curb movement can only result in ultimate socialization of banking, 
and calls on bankers of nation to foster legislation regulating and controlling bank holding companies. 


Commercial bankers have always been among the strongest exponents of the com- 


petitive free enterprise system. 


group has enjoyed a better opportunity of observing the 


american sys- 
tem. American 
bankers have 
seen the 
humble begin- 
nings of many 
small busi- 
nesses and as- 
sisted their 
growth into 
successful en- 
terprises pro- 
viding jobs 
for hundreds 
of thousands 
and aiding the 
progress and 
prosperity of 
thousands of 
small and large communities. We, 
as bankers, know better than most 
business men how well the free 
enterprise. system has served this 
nation and its people. 

Yet today the extension of 
monopolies and cartels in the tra- 
ditional competitive field of bank- 
ing constitutes one of the most 
potent threats to the free enter- 
prise system to be found in 
America. 





Carroll 


F. Byrd 


Lest this statement be 
considered overly pessimistic, lei 
me quote from the 1943 annual 
report of the Board of Governors 
of the Federal Reserve System 
and the 1944 annual report of the 
Federal Deposit Insurance Cor- 
poration The Federal Reserve 
oard report states, in part: 

“There is now no effective con- 
trol over the expansion of bank 
holding companies either in bank- 
ing or in any other field in which 
they may choose to expand. More- 
over the device lends itself read- 
ily to the amassing of vast re- 
sources obtained largely from the 
public which can be controlled 
and used by a few people and 
which give to them, when they 
choose so to use them, an unfai! 
and oveiwhelming advantage in 
acquiring adcCditional properties 
and in carrying out an unlimited 
program of expansion. In the ex- 
ceptional case, these resources 
have been used to acquire inde- 
pendent banks by measures which 
leave the local] management and 
minority shareholders little with 
which to defend themselves ex- 
cept their own strenuous pro- 
tests. Likewise, these resources 
have been used to support the 
market for their own stocks and 
thus to facilitate the acquisition of 
independent banks by the ex- 
change of stocks. as well as to cre- 
ate trading profits for favored 
participants. 

“The Board believes, therefore, 
that it is necessary in the public 
interest and in keeping with 
sound banking principles that the 
activities of bank holding com- 
panies be restricted solely to the 
banking busiiiess and that their ac- 


tivities be regulated, as are the 


activities of the banks them- 


selves. .. 

“Such legislation should be so 
designed as to prevent any such 
company from using the corporate 
device to circumvent and evade 
sound banking principles, regula- 
tory statutes, and declared legis- 
lative policy.” 

The Federal Deposit Insurance 
Corporation report is no less em- 
phatic. It states: 

“The business of lending money 
is well suited to private initiative 
and is best performed under com- 


“An address by Mr. Byrd before 
the Independent Bankers Associa- 
tion of Southern California, Los 
Angeles, Cal., June 24, 1948. 


petitive conditions. Monopoly in 
banking is a threat to American 
traditions, both because it limits 
the opportunities to engage in the 
business of banking, ana because 
it provides an opportunity for fa- 
voritism in the extension of credii 


which may foster monopolies in 
othey industries. The growing 
tendencies toward monopoly in 


the banking business are serious, 
and prompt action should be taken 
to curb them.... 

“A partial monopoly which de 
velops when one bank obtains a 
disproportionate percentage of the 
total banking resources otf an area 
may have a serious effect on the 
economic life of the district. 

“Holding companies not only 
tend to become monopolistic, but 
increase the problem of super- 
vision.” 


Effects of Expansion of Bank 
Holding Companies 

The conclusion is inescapable. 
Continued expansion cf bank 
holding companies can only re- 
sult in monovely in the banking 
field. The American public has 
indicated clearly and unmistak- 
ably its attitude toward monopo- 
lies as manifested by such anti- 
trust legislation as the Sherman 
end Clayton Acts and the Public 
Utilities Holding Company Aet. 
The American public wilt neve. 
permit a private monopoly 
credit after it once realizes 
such @€ monopoly exists. The ul- 
timate outcome can only be the 
socialization of banking and en 
end to tree enterprise in the bank- 
ing and credit field. 

Do you also realize that if free 
competitive banking and credii 
operations are taken over by tne 
government, that free enterprise 
and competition in other lines of 
business cannot possibly survive’ 


of 


that 


Fortunately, there is still time 
to forestali such a catastiophic 
event. There is still time if bank- 


ers all over the nation will ral!s 
their forces in aggressive support 
ef national regulatory icgislation, 
which will prevent the further 
expansion of hoiding company op- 
erations and limit banks to the 
business of banking. There is 
still time, but each successive day 
that passes finds the bank holding 
company more firmly entrenched 
in its position by reaching out far- 
ther and farther throughout more 
states and larger areas of the na- 
tion to absorb additional banks 
and other credit institutions, as 
well as entirely unrelated enter- 
prises such as insurance compa- 
nies, manufacturing companies, 
land companies, oil holdings, and 
service corporations. Yes, there 
is still time but time is fast run- 
ning out. 

West Coast bankers do not have 
to be further aroused concerning 
this threat to free enterprise and 
the competitive system in the 
business of banking and credit. 
From week to week, month to 
month, and year to year, we have 
seen one independent community 
bank after the other absorbed into 
the holding company structure— 
often against the wishes and de- 
sire of the bankers, officers anc 
minority stockholders. We have 
seen the Congressional intent to 
prohibit branch banking across 
State lines flaunted until one bank 
holding company now controls an 
astounding proportion of all the 
commercial deposits and banking 
in five Weactern States. We 


have seen the establishment of car- 


Affinan 


The very nature of our business has made us so. No 


many benefits of this truly 
tels with insurance, real estate, pe- 
troleum, manufacturing, power 
control equipment, and consumer 
credit companies all brought under 
the same control, along with more 
than two score banks with numer- 
cus branches. We have seen first- 
hand this rapacious expansion 
here in the West. We know that 
no independent bank or business 
anywhere in the United States is 
from the same thirst for 
power and size which brought 
about the Nationa! anti-trust 
iegislation near the turn of the 
last century. 

I wish to quote a portion of the 
iestimony ot Governor Marriner 
Eccles before the Senate Banking 
anda Currency Committee on May 
26, 1947. Governor Eccles testi- 
iied in part: 

“It may be interesting to the 
members of the committee to 
have the latest figures on the size 


saie 


ct the Tiansamerica banking em- 
pire. As of Dec. 31, 1¥46, in- 
iormation available to the Board 
indicates that there are 41 banks 
in the Transamerica group, oper- 
ating a totai.of 619 banking of- 
fices having aggregate deposits in 


This repre- 
of all the 


excess Of $0» wvillion. 
sents more than 40% 
banking offices and 36 of all of 
the commercial deposits in the 
five-state area. Since 1934 ihe 
Transamerica group has acquired 
a tutal of 126 banxs, which have 
been OPeratcud elther as separate 
units or have been absorbed by the 
banKksinthe g.oup. In addition, 74 
new branches have beenestablished 
over this period. On Dec. 31, 
1933, this group served 242 tuwns; 
as of Dec. 31, 1946, this numbe 

had been increased to 379. These 
figures relate only to Transamer- 


ica’s banking operations. In ad- 


dition, it owns and operates many 
other types of business with ag- 
gregate resources of more than 
$275 million.” 


Unfeoriunately, many bankers in 
various other sections of the 
tion are not fully awake to these 


la- 


dangers. Sitting smugly behind 
their supposed Maginot line ot 
State legislation, they have not 


yet been aroused to this threat to 
the entire system of private bank- 


ing. Many do not yet realize that 
local legislation is not in itself 
any protection against the pres- 


ently unlimited expansion of bank 
holding companies. This is what 
the Board of Governors of the 
Federal Reserve System has to say 
on this score: 

“In the exceptional case, the 
board has found that the corporate 
device of the holding company has 
been used to escape the supervis- 
cry powers of the- various bank 
supervisory agencies. Briefly 
stated, Congressional policy with 
respect to the establishment of 
branches of banks, as reflected in 
current statutes, is designed to 
limit Federal permission to estab- 
lish branches in each state to the 
legislative policy of the state, 

j Through the corporate de- 
vice of the holding company, how- 
ever, these controls are defeated 
and the holding company by indi- 
rection can do what the bank 
cannot do directly. Thus the same 
management which is restricted 
in its operation under a bank 
charter can, through the holding 
company device, acquire’ unit 
banks, operate them in the same 
manner branches would be oper- 
ated, and thus defeat the exvressed 


(Continued on page 35) 
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Sees Inflation a World Problem 


This raises the question of de- 
vising some basis for formula con- 


to be loaned and invested by the 
private banking system. That taxes 


rendered, the existing banking 
personnel and equipment could be 


trol over monetary action, to re- may not be currently collected, kept in service—to the extent re- 
. ‘ . : move discretion. With govern- but can be politically postponed quired by the clearing system for 
Alden A. Potter, in statement submitted to House Banking and ment debt removed as Thomas by debt, only saddles the com- checking accounts — by govern- 


Currency Committee, holds because of dual banking in U. S., 


Federal authorities cannot control money supply effectively. 


Says 


Reserve or Central Banking is paradoxical and urges elimination 


of Public Debt. 


Attacks Truman program as inconsistent and 


Jefferson advocated (even to the 
extent of a constitutional amend- 
ment to prohibit all government 
debt), this becomes simply a mat- 
ter of holding banking strictly to 


munity with a political choice of 
evils between inflation and 
paying the “debt.” Such proce- 
dure develops a complicated set of 
confusions in administrative ‘“‘dis- 


as 


ment payments covered, as in the 
postal service, by service charges 
(for checks and accounts instead 
of for stamps). 


Such a simple formula system, 
with its automatic balance, can 


Concludes Marshall 


holds New Deal evaded monetary question. 


the use of saved funds borrowed cretion” that not even the experts, 


Plan cannot be ended without abandoning Bretton Woods schemes. and loaned competitively (from let alone the voting public and afford a pattern of competitive, 
‘ ‘ : ; savers to spenders), and relying, its representatives in Congress, private enterprise which can 
1 A »y Ta) « Oo F . Y 2 sté De ’ e . > ° ss a 
weet te aa ieee ae Gear aol Tatham Cmte Tatas. og as suggested clearly by Lauchlin can understand or successfully maintain any pace required by 
> se ank uy c git °"V 2e b ‘ ° ° ° fA . , ° ° ° ° 7 
- : tg Phe ce A ; : ; Currie in his Harvard Monograph operate. Only a system that every circumstances, using innovation 
under consideration an anti-inflation bill), in which he argued that vi Sra} ade 7 a , 7 S. 3 7 


: = Br on “The Supply and Control of literate citizen can understand to their best economic advantage 
under the present U. S. banking system, currency control is ineffec- 2? Ss be * : , E 








tiem and thot Money in the United States,” ona can promote business stability un- and not according to bureaucrati« 
inflation is a “3 Is human intelligence really in- budgetary gap for the control of der ee institutions. No such sys- det isions paid for, as under so- 
worll-wide | g¢@ “mm. |] capable of resolving so elemental meney supply. This has been the tem is being suggested by anyone cialism, by taxes instead of by 

: bre ‘ i ae « basic concept of Keynesian fiscal in public life. profits (and losses!). It insures 
problem and a problem: 


ideas, but in them a vital factor 





not merely a There is, in fact, an almost ia- ~~ ng 1S What should be done now in- optimum, not maximum, produc- 
money ques- eviltable movement emerging from a engage for the gap must, for the stead of Paul Porter’s prescrip- a a over Sm long, ~~ — oa 
tion. this economic paradox into a sep- sake of ere ‘ree enter- tion of police state methods to ste ge as ont gee Risegnres 

Tha tect at ula. af te bemlades. ot wean prise ie the private sector, be de- cortrol prices—symptoms—rather — ~~ bain . s od use Of resoures: 
part of Mr. ecntrol from banking, that is, © eng A -_ ne eumesied by Gov - than money supply as the cause oi ot r ste = age wes pits! dae tag ol 
Potter’s state- lending of money. We are mov- pi Socles and Key neslans Sen- jntlation (coupled with the Presi- sis. eco pnt ng > PR 4 
ment follows: ing, not toward the heretofore erally, by deficit spending in pub- dent’s program of vain attempts to |COMservation policies in a setting 

J iic works leaf raking, etc., but by 


Governor ypical outrunning of the system keep incomes of the needy abreast |Of Private property so established 


: ; : lowering taxes automatically (anx ee ee ere ‘ ahaad at % that the operator will not be liv- 
Eccles in an- of partial reserves by bank: loans * 8 ta automatically ( id of inflation by pyramiding pen- a _— 2 
war te 2 int. invacimenta. velly yeniting reducing spending as far as pOs- sions. subsidies to housing. ete.. in | 198 from hand to mouth but will 

; : : . - © sible) so that whatever the com- tinh i Snead) te : have an enduring personal stake 
question from and literal bankruptey leaving te the com- the guise of “loans”) is to stop | % : & I . 


: : : -- | munity can afford spend un P Vi rate ; > scavern.|in conserving his holdings. 
Mr.-Muiter of only cash with which to do busi- Le rh to spend under trying to pretend that the govern 6 6 


the House ness; because of the gargantuan |. < — litions - Mieges es -tme-s re- ment owes any thing to the banks Presidential Politics 
Banking and Alden A. Potter ublic cebt we are moving toward |SOUrCes, 1s spent by private In- even while setting up special “re- The Presid wn 2 
Currency in accelerating cashing of the ‘“@tive and not by pyramiding serves” by law which are nothing | | te ar oe onde yer i ly 
— ¢ e - sins = . «< , , + ; > ; : ° ‘ » , + © TA re . re > 
Committee said, in effect, that ‘ebt and an inflation ia terms of public activities — including the but a permit to draw a subsidy in |OPV!0us that we cannot rely solely 
° y ; nn ons geese Be , “endless wars” suggested by Pro- the guis *. “interest.” ,» On more production to curb high 
government which governs least sash which must lead to a mone- fessor Feuer of Vassar . ne Gules Ge" Hiverens. mot. te rices’’; but back in the days when 
and best—which js not totalitarian tary yedistribution similar to that ““-°T “SUP OF Vassar. banks, now that they can and oa was tatkine about the Gnniee 
and paternalistic—is that wnlch yecently carried out in Germany Once such a formula is in oper- should, sink or swim in private f po lic ra h as hi ee 
can and does control its money and periodically employed in Rus- #02 the so-called “timing” prob- business depending on_ savings + Nit po ee oor. ms ~' bat cull ae ae 
supply effectively. That is ob- sian monetary revisions for con- !€M would be eliminated. The ef- only as a source of funds. CINNS Ue tHe We Nigel 


vious!y what our government is 
not able tc do in part because of 
divided authority in the dual 
(state and Federal) bankiig sys- 
tem. The attempt to impose adal- 
tional reserve requirements on 
state (ncn-meinber) banks py the 
Federal authorities, seems Coubt- 
ful from the angle of enforcement. 


Sec. 10. Art. 1, of the Constitu- 
tion must have been intenced to 
make the chartering of state 
banks to “emit biils of credit,” 
prohibited to the states them- 
selves. uoccnstitutioial. But no 
way of enforcing this provision 
has as yet becn attempted “=xcepi 


the prohibitive tax on state bank 
notes imposed vy Federal law 
during the “wildcat” period in 
banking following the Civil War. 

This provision was written into 
the Constitution with the exveri- 
ence of plasters” Curing 
earlier times in mind—essentially, 
divided autnovity in issuing mon- 
ey competitively among the col- 
onies finally broke Gown a sys- 
tem thai had worked very weli 
in some colonies, Maryland fo1 
example, On a paper basis for a 
leng time. Since Federal control 
was validated over any form ol 
issue, by the Legal Tender Deci- 
sions, the prohibition of states, or 
for that matter any authority other 
than the Federal Government it- 
self. to isstte money of any kind 
under criminal penalty—and this 
must include the creation of 
clearing houses which afford 
monetary utility to bank credit 
expandel against “reserves” 
must assurediv constitutional. 

What the existing monetary 
systern is attempting to do is to 
make bankers serve two masters 


“shi 


2e 


—their own legitimate profit in 
expanding credit througo loans 


and investments, and the directly 
conflicting public interest (whica 
is the proper business of guvern- 
ment and not of business me) 
which under present inflationary 
condition; requires contraction of 
the very same loans and invest- 
ments. Banking must, by existing 


laws. throttle business enterprise. | 


by methods which are also inher- 
ently discriminatory and certain 
to favor big business already 
established. for the sake of ful- 
filling what is a properly and ex- 
clusively government function, 
namely restricting the money sup- 
ply. Is it true that these functions 
cannot be separated aid so kept 
out of conflict? Must we have a 
government debt which, as Chair- 
man Wolcott asks, must be sup- 


ported by continuing inflation? 


trolling inflation. A super-abun- 
dant cash can become so worthless 


that not even paper can be cir- 
culated! But before this happens 
and barter is all that is left of 


trade, no government can endure 
which does not cut money supply 
in order to restore its utility, by 
redistribution. 

We hear talk of “supporting” 
the 212% rate on long-term bonas. 
But the movement is accelerating 
out of long-term into either no 
market for bonds or a short-term 
refinancing of the debt in the 
banks, with the rates higher so 
that banks ean live on the interest 
and yet be compelled. by an en- 
foreed ‘‘seeondary’’ reserve, to 


carry the public debt while doing 
business with the commercial 


world at spiralling rates of inter- 
est, with a separate reserve sys- 
tem, the whole being tied into 
foreign conditions by the illusory 
‘support” of the gold reserve and 
the Bretton Woods Fund and 
Bank. That this is illusory is be- 
coming progressively evident, for 
s Governor Eccles points out, the 
orewar, 1914 “gold standard” was 
really not gold but sterling and 
(contrary to the fleeting hope ex- 
pressed by Under Secretary Clay- 
ton at the ITO conference held by 
the Chamber of Commerce in 
June) cannot be restored. 


A Positive Program. 

At a time when social justice 
is the basis for so widespread an 
appeal favoring communism, there 
is a healthfully corrective element 
in these hearings wherei. official 
witnesses are so deeply engrossed 
with the trees in monetary affairs 
that they cannot see the forest, in 
Chairman Wolcott’s concern for 
the justice of proposed arrange- 
ments, that is, in his protest that 
he procedure is widely discrim- 
inatory. 

The essence of the task of fram- 
ing a system of free competition 
is that the part played by govern- 


ment shall not be discriminatory. | 


It must, accordingly, be noted 
that within the framework of a 
competitive system (and no other 
is humanly possible), no proce- 
dure that allows administrative 
discretion in the vital sphere of 
money can fail to be discrimina- 
tory in the final analysis. There 
must inevitably be some few “in- 


siders” able to take advantage, if, 


they will, of the very probity of 
those charged with such duties. 
The greater the integrity of the 
principals, the more valuable must 
be the position of the sycophants 
of such a regime. 


tionary 


bank 


fect of changes up or down in 


price levei would be imposed at 
once by 
part of the taxpayer, that he would 


the knowledge, on the 





have less—or normally more—to 
spend than his normal tax rate 
would leave him. The critical 


event would not be administrative 
decision, nor yet the actual collec- 


tion of the quarterly tax payment. 
It would be the movement of price 
levels as set forth by the statutory 


control formula. The more the 
government spends, the heavier 
the tax burden as soon as the 


market, which must be left wholly 
free and unpegged by the govern- 
ment, responds with high prices to 
money supply and 
into 


the increased 
the diversion of productive 
unproductive activity. 

The vital fact is that public 
spending is inflationary only if it 
is not balanced by taxation: cor- 
relatively, taxation is not defla- 
if the money is respent. 
lhe current system of tieing the 


public budget into ‘“‘compensatory 


fiscal policies” for the control of 
credit inflation implies the 


highly impractical and inethical 


proposition of preventing inflation 
by drawing on taxation for money , direct compensation for the service | 


Let the government finish the 
job, begun by the Federal Reserve 
Act, of taking over the clearing 
system completely and, by assum- 
ing the liabilities of the banks to 
demand depositors which were 
created by war debt, simply can- 
cel out all government bonds in 
bank portfolios against this as- 
sumption of their obligations to 
depositors, requiring also other 
collateral (without taking over 
the income) to cover a later pro- 
gressive liquidation of any differ- 
ence between the demand obliga- 
tions. assumed and the’ bonds 
surrendered. 

This procedure would freeze the 
sum total cf demand deposits and 
stop further inflation at once 
without collapsing the whole 
money, and price structure like a 
house of cards. The budget would 
be relieved of unwarranted inter- 
est payments and, because of the 
requirement of a continuing dis- 
charge of government bonds to 
the extent of all demand deposits, 
would afford a continuing market 
for the bonds held outside the 
banks, thus securing insurance and | 
similar funds from coHapse. By 





over-match the extent of war pro- 
duction by postwar expansion. 
This had been the rather utopian 
implication of the Report to the 
President (FDR) by Vannevar 
Bush entitled, “Science the End- 
less Frontier.” Fulfillment of the 
New Deal promises of freedom 
from want for everyone every- 
where was just around the corner 
of the development of atomic 
energy through compulsory li- 
censing of patents, and was part 
and parcel of the plea that OPA 
needed only a temporary continu- 
ance while reconstruction got un- 
der way and supply was given a 
chance to catch ‘up with demand. 
(Obviously, the terminus would 
be considerably postponed by the 
longer period required to catch up 
with money supply—‘‘demand’”’— 
at lower prices). 

But this idea of supply filling 
demand and stopping prices has 
not been merely a tond hope oi 
the OPAians. It has been digni- 
fied also by statistical analysis oi 
money supply and price move- 
ments allegedly showing that we 
need only prevent further expan- 
sion of credit to assure a check 
on inflation since the rise in prices 


(Continued on page 35) 
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| Securities Salesman’s Corner 


By JOHN DUTTON 


There are times when public psychology is at such a low point 
that it is difficult to persuade even the most rational investors that 
they should make commitments. No salesman of securities should 
ever force a sale just to make a commission. The only time you 
should attempt to persuade your customers to invest is when you 
have an attractive situation to offer, and et the right time. There 
are times when bonds and cash are favored—and vice-versa—we 
all know this. But it is also true that securities must be sold— 
they don’t sell themselves. 

This is one of the times when the majority of investors are on 
the fence. The objections go like this (1) The foreign situation 
doesn’t look good; 
will decline; (3) We may have inflation of a more serious nature 
than exisis today. And Mr. Invesior says, “I'll stay on the sidelines.” 
Little does he know that when he holds present positions, whether 
































they be in stocks or bonds, cash or governments, real estate or per- | 


sonal property, thet he IS NOT ON THE SIDELINES. He has a 
position either in cash or its equivalent. The only way he can 
ever sit on the sidelines is to GO BROKE. What he means to sa) 


is that he is confused—he doesn’t know what to do—he admits that 
he is doing what the crowd is doing, and if he were honest 
about it he would confess that the only reason he taiks this way 
is that he feels better doing whatever the majority appear to be 
doing. 

In our opinion a do-nothing policy is a sure way to dissipate 
one’s assets. Times like these are propitious for making progress 
if a salesman will br-ng to the attention of his clients a correct 
approach to today’s investment problems. What is that approach”? 
[It goes like this. Diversify, aiversify, diversify—protect your assets 
through a proper balancing cf your investments. 

The approach: “Mr. Investor, it is true that these are uncertain 
times. Practically every recognized econoinist in this country admits 
a lack of a definite trend in the business and political outlook 
vespecially as you say, regarding our foreign affairs). We may have 
deflation, more inflation, or war—no one knows for sure. Now there 
is only one answer, You probably own some life insurance, cash and 
government bonds. These assets are a good hedge against a business 
depression. You probably own some stocks, some common stocks 
ace a hedge against inflation. Maybe you have some other property 
such as real estate and personal assets. That is all anvone can do— 
spread out your assets, hedge your risks. If we escape either extremes 
oi inflation, deflation, or war (and there is a good possibility we 
may enjoy quite a few years of unprecederted prosperity), all your 
assets (including cash and governments) will fare well. If not, then 
you are siill protected by the balanced condition of your estate.” 

From here on you must develop a response from your prospect. 
Your main thes's is to bring the importance of a complete review 
of his total investment program before him. If you can do this your 
opportunity for doing business, making sound changes, or increasing 
or decreasing the percentage of stocks and bonds now held in his 
portfolio will come about automatically. The main objective of such 
am approach to investor timidity is to portray to your customer, in 
a word picture, that the only way he can possibly maintain and 
preserve his assets is to obtain the maximum degyee of safety of 
principal and income (ON AN OVERALL BASIS). The only time 
aiyone can remain on the sidelines is when he is “broke.” Remem- 


ber that, and bring it to the attention of those whose timidity is their | 


own worst enemy. These are times that rcquire aggressive action if 
you wish to keen wiiat you have. The salesman who does a job 
for his investor clients is the fellow who knows how to nudge them 
into action. Always take the indirect course—never force it—that is 
the trick in selling anything. 





Rediscount end Bank Rates Raised 


Federal Reserve Banks increase discount rates from 114% to 
144% as anti-inflation move. Leading commercial banks also 
advance loan rates to 2%. 

On Aug. 12, nine Federal Reserve Banks, to be followed by the 
three others, announced an increase in their discount rates from 144% 
to 114%. The increases have been approved by the Federal Reserve 
Board and are in line with the policy of higher short-term interest 
rates inaugurated by the Treasury ° 
earlier in the week by a boost in 
the rate of U. S. short-term ob- 
ligations from 113% to 14%. 

As a result of the higher re- 
discount rate several leading New 
York commercial banks advanced 





money rate from 145% to 134% 
and other banks are expected to 
follow suit. This is the first 
change in the rate for call loans 
since the Summer of 1946. It was 


(2) We may have a recession and stock prices | 


generally believed that the higher | 





proportionately their rates on bus- 
iness and call loans and on bank- 
ers acceptances. The rate on prime 
commercial paper was fixed by 
some banks at a 2% level. One of 
the large New York banks is re- 
ported to have raised its call 


interest and discount rates would 


‘have little effect on the volume | 


of commercial borrowing, but be- 
cause of the uncertainty of future 
trend of the money market, both 
banks and borrowers may exer- 
cise more caution in loan trans- 
‘actions. 
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his anti-inflation proposals. 





party has 
stolen most of 
the Socialist 
thunder.” This 
sort of inquiry 
contains a sin- 
gular mixture 
of truth and 
error. The in- 
‘ference that a 
vote whicn 
| does not elect 
a candidate is 
a vote thrown 
ijaway is false 
‘and danger- 
ous. That the- 
ory this year 
would bar 
voting for Mr. Wallace, and prob- 
ably even Mr. Truman, as well as 
myself. From present indications, 
if you want to vote for a winner, 





Norman Thomas 


‘ance of the principle that 


you will have to vote the Repub-| 


lican ticket. If, on the contrary, 
you want to vote your convictions, 


and in the process help to create | 
the forces which will make those | 


convictions prevail, there is no 
reason to temporize or compro- 
mise. Vote for the party in which 
you most believe. 

t is true not only that the Wal- 
lace-Communist alliance, known 
as the Progressive party, has 
adopted a great many planks once 
called socialistic, but also that the 
Republicans and the Democrats in 


of private monopolies or of cor- 


1928 would have looked with hor- | 
ror on their platforms of 1948, as_ 
a large scale surrender to Social- | 


ism. More accurately, the old par- 
ties, in spite of themselves, are 
recognizing a drift to a collectiv- 
ism for which they are planning 
badly. 


Wallace Platform a Compromise 


The Progressive platform in do- 
mestic affairs is a compromise of 
the viewpoint of Henry Wallace, 
himself an advocate of an amor- 
phous thing which he has never 
defined consistently but which he 
calls 


reveal their own full program, and 
an assorted lot of very well mean- 
ing people who want various spe- 
cific reforms. Basic principles 


“progressive capitalism,” | 
Communists who are not ready to| 


and specific recommendations are | 
curiousiy jumbled in the platform, | 


which contains something for al- 
most every discontented group. 
The platform is incapable of being 
carried out fully and consistently, 
and an effort so to interpret it 
would split the party. The Com- 
munist elements, 
that they were in control in Phila- 
delphia, although by no means a 
majority of the party supporters, 
regard any platform as a mere 
‘tactical device on the road to 
power which they can repudiate 


'perity is in essence inflationary. 


which proved) 


at such time and in such degree, 


as suits their interest. 


not only the emergence of the new | 


Progressive party, but so complete 
‘a break in the Democratic party 
for its well established basic de- 
pendence on the Solid South that 
Democrats must find a new basis 
for organized action. All this con- 
fusion points to a political realign- 
ment which probably will ulti- 
mately result in the establishment 
of two considerably reconstituted 
major parties. 
composition of those parties will 
be profoundly affected by the edu- 


The nature and/' 


| $5 billion which the universal mil- 


cational and organizational work | 


'done in this campaign. Meanwhile, 


in 1948, no Socialist can accept | 
| 


“An address by Mr. Thomas at | 


a luncheon of the Commonwealth 


113, 1948. 


| 


Club, San Francisco, Cal., Aug.| gram of democratic socialism is 


This year of confusion has seen’ planning than the profit system 


By NORMAN THOMAS* 
Socialist Candidate for President 


\the Republican, Democratic or, it will be even more necessary to 
| Progressive party. 


It would be a| 
cowardly thing simply to abandon | 
the field or to content ourselves 
with endiess speculation on 
least of evils. 

But positively, we Socialists are | 


the | 


in this fight for three basic rea- | 
sons. 


Reasons for Socialist Party 
Campaign 

First, we believe that the con-| 
quest of poverty, yes, and the ulti- | 
mate establishment of freedom 
and peace, depend upon accept- 
men 
must plan cooperatively for 
abundance; that that planning can | 





be democratic; and that for its | 
success it requires the socializa- 
tion of the commanding heights 
of the modern economic order. 
They are the natural resources, 
the system of money banking and | 
credit, and all those great enter-| 
prises which are now in the hands 


porations so large that ownership | 
is absentee and has lost functional! 
usefulness. 

Our principle is that the man- 
agers on whom great enterprises 
depend should work for us under 
democratic controls rather than 
the profits of absentee owners. It 
makes lots more sense and prom- | 
ises far more for the growth of 
an intelligent democracy to say 
these things clearly and openl) 
than, like the old parties and even 
to some extent the Progressives, 
to say you believe in capitalism, | 
the profit system or “free enter-| 
prise” and then propose reforms | 
whelly contradictory to the spirit | 
of capitalism, reforms which can 
only work well in a Socialist set- | 
ting and under Socialist motiva- 
tion. 


Truman’s Anti-Inflation Proposals | 


This observation applies to cur- 
rent efforts to control inflation. 
President Truman can’t have it 
both ways. He can’t boast of the 
prosperity the Democratic party 
has brought to farmers and work- 
ers and little businessmen, and at 
the same time complain bitterly 
of high prices. Our present pros- 


Production, which is some 50 
points under the high mark of war 
production, does not provide 
enough civilian goods. Meanwhile, 
according to the genius of the 
profit system, every individual 
and every group has sought the 
maximum monetary return. Of 
course the result is inflationary, 
and many of the reforms which 
Mr. Truman advocates, as do I, 
would increase the inflationary 
trend unless they can be corre- 
lated under a better method of 


will tolerate. 


What makes the situation worse 
is that under President Truman’s 
leadership our economy is becom- 
ing with immense speed an arms 
economy. An arms budget of $15 
billicn or more provides nothing 
civilians need: it reduces available 
supplies for civilians but creates 
temporarily a certain kind of pros- 
perity. Mr. Truman would in- 
crease the burdens of an arms 
economy by adding another $3 to 


itary training he favors would 
cost. This is the rankest sort of 
inflation which cannot be success- 
fully curbed by any acceptable 
controls under a capitalist system. 


But if the philosophy and pro- 


You won’t be elected. 
a multiplicity of parties. And, anyway, the 





| necessary for a curb of inflation, 


Why a Socialist Campaign in 1948 


Socialist leader attacks nationalization program of Wallace party as dominated by Communists. Says 
present prosperity is dependent on armament policy and accuses President Truman of inconsistency in 

Calls for universal disarmament under effective international controls as 
means of attaining true economic rehabilitation. 


From many sources, some of them friendly, there has arisen the question, “Why are 
you Socialists campaigning this year? 
tional system is ill adapted to 


The American constitu- 
Progressive 


the prevention or cure of depres- 
sion. If tomorrow morning at 10 
o’clock, by some miracle, we could 


get universal disar 1ent, there 
| would be panic in America, so de- 
pendent is our economy on arms. 
Only the most intelligent planning 
‘for peacetime production and 
houses, schools, hospitals, ete., 
|could change the picture. That 


requires more than iree enterprise 


or Henry Wallace's “Progressive 
Capitalism.” 

You wiil observe that I have 
spoken of the “socialization” of 
the commanding heights, not the 


“nationalization.” Socialization 
looks to a variety of instrumen- 
talities, to the develooment of co- 
operatives as well as governmen- 
tally owned institutions or enter- 
prises. The latter, whether owned 
by the nation, the state, or the 
municipality, should be governed 
by public authorities on which 
consumers and workers should be 
directly represented, the latter by 
men and women of their own 
choice. The failure of the Pro- 
gressive platform to specify any 
democratic controls is serious, es- 
pecially in a party dominated by 
Communists who suvport Stalin’s 
complete betrayal socialism in 
his police state. 

Our second maio: 
this campaign is trat peace can 
vet be won, but not by the in- 
creasing militarism of the Truman 
Administration, 0: Henry Wal- 
lace’s refusal to face the fact that 
Communist aggression is a major 
danger to the world. We Social- 
ists still believe that the ultimate 
guarantee of peace is a world- 
wide tellowship of free-men, the 
poltical expression of which re- 
quires the right sort of Federal 
world government. The wrong 
sort of world government, for in- 
stance Communist wer!d govern- 
ment, would be a calamity even 
worse than no world government. 
The imperfect United Nations 
should be utilized as an agency of 
cooperation looking toward a bet- 
ter day. In saying this, we So- 
cialists recant none of the criti- 
cisms we made of it. 


insistence in 


— 


Crisis Result of Yalta-Potsdam 
Program 


Moreover, we reaffirm our con. 
viction that the present crisis is to 
no small extent the result of the 
Yalta-Potsdam program which in 
the last campaign and afterwards 
we so strenuously criticized. The 
Berlin crisis need not have been. 

Hope, however, never lay in 
scuttling out of Berlin. That 
would have meant the surrender 
of all our actual and potential 
friends in Germany to Commu- 
nism. It probably would have 
meant a Communist Europe, an 
ultimate war under conditions 
even worse than today. The alter- 
native was always a vigorous in- 
sistence on four-power confer- 
ences looking to settlement of the 
whole German situation. Nothing 
is to be gained for democracy, 
still less for peace, by the per- 
petuation of a divided and occu- 
pied Germany. It is to our in- 
terest to get ourselves out of Ger- 
many provided that the Russians 


get out. We could easily set up 
controls against remilitarization, 
and at least we can get better 


guarantees against the communi- 
zation of Germany by force than 
exist under present conditions. 

I have spoken of the general 
principles upon which world peace 
depends and of the most acute 

(Continued on page 32) 
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President Signs GOP Anti-Inflation Bill 


But in message, he says it fails to meet responsibility to the people 


and reiterates price controls are needed badly. 


Hits at excessive 


profits of giant corporations. 


President Harry S. Truman, 


panied his announcement of the 
refusal to enact 2 measure 


profits tax 
proposals’ as 
failure “25 
meet its re- 


sponsibility to 
the American 
people.” 

The full text 
of the state- 
ment follows: 

I have signed 
Senate Joint 
Resolution 
157. 

| have done 
so even 
though it is 
clear that the 
Congress in 





President Truman 
passing this law failed to meet its | 
responsibilities to the American 
people. 
This bill 
response of the Congress to the 


represents the feeble 


demands of our people for 
strong, positive action to relieve 
us from the hardships of exorbi- 
tant prices and to protect us from 
the inflationary dangers which 
threaten our prosperity. The fail- 
ure to take adequate measures in 
this critical situation is final 
proof of the determination of the 
men who controlled the Eightieth 
Congress to follow a course which 
serves the ends of special privi- 
lege rather than the welfare of 
the whole nation. 

The record is clear. 

I called the Congress together 
and laid before its members the 
facts concerning the continuing 
increases in prices—facts already 
too well known to most of us. 
At the same time, I laid before 
them a comprehensive and spe- 
cific program for dealing with 
inflation. 

I proposed a balanced program 
that would protect all—not just 
the few. The excess profits tax 
would assure a government sur- 
plus and thus protect the public 
debt and the public credit. Allo- 
cations would assure fair distri- 
bution of scarce commodities and 
thus protect vital production. 
Price’ control would protect wage 
and. salary earners, farmers and 
all consumers. Credit controls 
would protect those who pay the 
penalty for inflationary expan- 
sion of credit—both borrowers 
and lenders. 

The Congress said “no” to my 
program. They had no program 
of their own. They made excuses 
and called names and argued 
about who was to blame for in- 
flation, but they did nothing ef- 
fective to control it. 

They passed a bill limited to 
one subject only—credit controls 
—which is but a tiny fraction of 
what we need. Then the Congress 
went home. 

The Congress talked a lot about 


a 


who is’ responsible for high 
prices, I think the record is clear 
on this, too. This question was 


answered by the Republican whip 
in the Senate when he said, “It 
was the Republican. leadership in 
the Senate and the House that 
was responsible for ending OPA 
[ Office of Price Administration |.” 

But the important job which 
faced the Eightieth Congress was 
not to debate ‘“‘Who Killed Price 
Control?” It was not even to 
demonstrate the foolishness of 
those who argued two years ago 
that prices would “take care of 
themselves if only we would get 
rid of price control.’ The im- 
portant task before the Congress 
was to halt the continuing spiral 
of inflation, no matter how it 
started. 

The recommendation I have re- 
peatedly made to the Congress 
since November, 1947, is that we 
should take action to halt the 
ceurse of inflation; not that we 


on Aug. 
bill recently passed by Congress at the special session, 
fact with a statement blasting the 
containing 


4 


‘the war. 


16, signed the anti-inflation 
and accom- 
his and excess 


price control 


should hold a debate to settle the 


blame for it. I recommended 
methods that we know wouid 
work. They worked in wartime 


when inflationary pressures were 
much greater than they are now. 
The chief difference is that con- 
trols now would need to be ap- 


| plied much less stringently and in 


fewer places than during 
This is true because a 
more adequate supply of goods is 
now available to meet the de- 
mands of consumers. During the 
war only about half of our na- 
tional production was available 
for domestic civilian consumption. 
Now about 90% is available. 


many 


But the controls which are 
needed now are needed badly. 
Prices are pulling away from the 


incomes of most of our people, 
and we are being forced to get 
along with less and less. Mil- 
lions of housewives throughout 
the country are finding it impos- 
sible to pay today’s high prices 
for the tood and clothing their) 
families need. 

Unless inflat:on is checked the | 
Situation will get even worse and 
we shall invite economic collapse. 

This is a situation that calls for 
firm action; and it calls for the| 
right kind of action. There is a 
right way and a wrong way to 
deai with inflation. 

The right way to fight inflation 


is to strike hard at the trouble 
spots which represent the ex- 
cesses of inflation, and at the 


same time to help the people who 
are its victims. The measures I 
have proposed would do just that. 
These measures would prevent 
some people from. getting tox 
much and would help others to 
get enough. They would put our 
whole economy on an even keel 
and thus would help everybody in 
the long run, 

Then there is the wrong way tc 
deal with inflation. That is to let 
the plain people bear the brunt of 
its burdens, while special inter- 
ests reap the benetits of excessive 


prices. We have heard a lot 
lately from people who advocate 
this method. 


These people say it would be 
inflationary to increase the piti- 
fully inadequate benefits provided 
by our present soc.al security 
laws. They say it would be infla- 
tionary to increase the minimum 
wage for people who earn only 
$16 a week. They say it woulda 
be inflationary to aid the states 
in providing adequate schools and 
decent salaries for teachers. They 
say it would be inflationary to de- 


velop urgently needed electric 
power. They say it would be in- 
flationary to encourage. decent 


low-rental housing. 
But these same men who would 


protect us from inflation by sacri- 
ficing these urgent needs refuse 


to do anything about the exces- 
sive profits of giant corporations. 


They protest against the infla- 
tionary consequences which 
would follow if an aged couple 
trying to live on $39 a month 
were to have another $19.50 a 
month. But they did not protest 
against the inflationary conse- 


quences of reducing the taxes of a 
couple with $100,000 income so 
that they would have another 
$16,725 a year to spend. 

These same: men say that we 
could put an end to inflation if 
we were willing to let wages fall 


behind prices, stop ‘supporting 
farm prices, bring about a re-! 
cession and create large-scale 


unemployment. 

I do not believe that we must 
sacrifice prosperity to overcome 
inflation. 

I do not believe that we should 
fight inflation by putting the 


rury, 


average American family through 
the wringer. 

I do not believe that we should) 
fight inflation by withholding aid 
from those who are suffering 
most from the skyrocketing cost 
of living. 

I assert 
philosophy 


as a part of my basic 
that this nation has 
the resources and the ingenuity 
to maintain good farm prices, 
good wages, full employment and 
maximum production. This can 
be done if we have faith and act 
together. It cannot be done if we 
turn our backs on common prob- 
lems and completely ignore the 
bitter lessons of our recent eco- 
nomic history. 

Unfortunately for all of us, this 
Congress has failed to heed those! 
lessons of the immediate past. 


Harry D. White Dies 


Former Assistant Secretary of 
Treasury, who took leading part | 
in Bretton Woods Conference, 
succumbs to heart attack follow- 
ing denial of connection with 
Communist spy ring. 


Harry Dexter White, formerly 
Director of Monetary Research 
and Assistant Secretary of Treas- 
whe, in addition to being 
author of the 
so - called) 
“White Plan” 
for an inter- 
national} 
monetary or- 
ganization 
and who took 
a leading role 
in enacting 
the Bretton 
Woods Agree- 
ments, died at 
his summer 
home in Fitz- 
william, N. H. 


[oe 








: on Aug. U7. 

Harry D. White Dr. White. 
who had bee 

accused of connection with a 
Communist spy ring and _ who, 
nardly a week before his death, | 
had vehemently denied the ac- 
cusation before the House Com- 


mittee on Un-American activities. | 
was 56 vears old. He was given | 
2 Doctor of Philosophy Degree in | 
Economics in 1930 and became | 
the head of monetary research ot | 
the Treasury in 1946, later be-| 
coming Assistant Secretary of the | 
Treasury and a trustee of the | 
Fxport-Import Bank. He was 
appointed in 1846 U. S. Execu- 
tive Divector of the International 
Monetary Fund, but resigned 
short time later to enter private | 
business. | 

ee 


Laird, Bissell to Admit 
H. F. & E. D. Boynton | 


Herbert F. Boynton and Elwood 
D. Boynton will be admitted to 
partnership in Laird, Bissell & 
Meeds, 120 Broadway, New York 
City, members of the New York 
Stock Exchange, on Sept. 1. Both 
have been officers of H. F. Boyn- | 
ton & Co., Inc. 


* 
ca 


Walter K. Barnes Dead 


Walter K. Barnes, former senior | 
partner in the brokerage firm of 
Barnes & Lofland, Philadelphia, | 
died Aug. 9 at the age of 61. The 
firm, which was organized by 
Mr. Barnes’ father in 1892, is now 
the Barnes & Lofland department | 
of Jenks, Kirkland & Co. 








Swope with Griffin 
& Vaden 


(Special to THE FINANCIAL 

GREENVILLE, N. C.—Darrell 
W. Swope has become associated | 
with Griffin & Vaden, Inc., In- 
surance Building, Raleigh, Mr. | 
Swope was formerly with McDan- | 
iel Lewis & Co., as Greenville | 
representative. | 
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| dant crops into distribution chan- 


Sees Some Reductions Ahead in Food Prices 


Paul S. Willis, of Grocery Manufacturers Kasociation, points out 

largé cereal crops will mean in time lower processed food costs, 

but warns no immediate and severe price reductions should be 
expected. 


“The ending of higher food prices is in sight,” 
Manufacturers of America, 
heels of a government announcement cn Aug. 8 that 1948 


President of Grocery 


Paul S. Willis, 
Inc., stated on the 
food crops 


would exceed those of any other year by 6%. 


Althoughe 
pointing out 
that food 
brices are 
predicated 
upon many 
cost factors in 
addition to 
the cost oft 
raw materials, 
the GMA 
spokesman 
termed the) 
crop. report 
“gcod news, 
incgeed” and 
predicted that | 
the movement 
of these abun- 


Paul S. Willis 


nels “should help materially to 
stabilize prices, with a somewhat 
downward tendency.” 

The best news to the American 
people.is in the corn crop report, 
according to Mr. Wil!tis. The fail- 
use of the corn crop last year, he | 
said, has been largely responsible | 
for the scarcity ot meat as well as | 
for its rising prices. He pointed 
out, however, that it will be some | 
time before increased crops of 


feed grains result in increased 
supplies of meat and reduced 
prices. 

Most proeessed feod products 


have a cereal grain as a basic in- 


, which have 


gredient, Mr. Willis said and an 
abundant supply of those grains 
will lead to reduced costs of thes« 
raw materials” and undoubtedly 
to ths stabilization of product 
selling prices if other cost factors 

such as wages do not rise to off- 
set the savings.” 

In cautioning people not to ex- 
pect any immediate and severe 
; price reductions, Mr. Willis stated 
that many of the processed foods 
a cereal grain as a 
base have not risen in price along 
with the “headline” items such as 
meat, butter and milk and there- 
fore cannot be expected to take 


much of a drop. 


The GMA president also points 
out that grain prices are supported 
by the government and cannot go 
below certain floor levels. These 
prices are getting closer and 
closer to ‘“‘parity” all the time and 
no matter how greai the supply, 
surpluses can not, according tv 
government regulation, cause the 
cost of grains to go much lower, 


he said. The only cnance for sub 
stantial reductions in the cost oi 
raw farm products, he explained 
lies in a general reduction in the 
cost of living and a subsequent 
1eduction in parity figures which 
are based on the cost of consumer 
goods which the farrner must buy. 
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- Unfortunately True! — 


“On the whole, the warnings from Washington 
and the skepticism of Wall Street have probably 


had a fortunate effect in 


forward buying of inventories to take advan- 
tage of price rises and in holding down other 
characteristic of most past 
They have inadvertently created ‘tight | wherever and whenever we can, 


financial excesses 
booms. 


money’ in the securities market for new capital 
issues. But like all warnings to frighten people into 
action, the threat of an impending crash begins to 
lose force through constant use if the predicted 
catastrophe fails to materialize. 
may be used up just when the inflation spiral has 


become most malignant. 


“Moreover, the argument can backfire. There 
are many students of banking who honestly believe 
that a tightening of interest rates and availability of 
credit would be a powerful brake upon the infla- 
tionary boom. But they are afraid to urge any con- 
siderable use of this weapon for fear it will plunge 
us into a deep depression. 

“For all the above reasons I have doubts that 


the American people will 


of ‘disinflation.’ The inflationary boom may come 
to an end, today or in 1950. It may die with a roar, 
or give out with a whimper. But not, I am afraid, 
as the result of our conscious policy.”—Paul A. 
Samuelson, in the New York “Times.” 

If what Mr. Samuelson means to say is that 
there is at present little indication of a willingness 
on the part of the public at large to take those steps 
which are necessary to place our economy again on 
really solid footing—or even of an understanding 
of what is necessary for that purpose—we must re- 
luctantly agree with him. 

It will take time to eradicate the foolish notions 
which the New Deal instilled into the minds of mil- 


lions. 


|Hoffman received this proposal 
enthusiastically, and the necessary 
discussions to settle the details 
and to put the matter in train are 
proceeding without delay. 

| The joint Council will be the 
means for cooperation between 
| British and American industry, 
| which I am sure the House will 
| welcome not only as a means 
|of improving our own methods 


holding down speculative 


| but also in the hope that it will 
point the way to similar action by 
other participating countries. ... 
| It is generally accepted, I think, 

that there are many ways in which 

we might improve the produc- 

tivity of British industry, and that 

there are some ways which are 
| being exercised in America which 
| would be helpful to British indus- 
|try; that has been shown quite 
'conclusively, among other things, 
| by the 18 working party reports— 
/many of these working parties 

visited America to investigate con- 
|ditions there and reported that 
there were many methods which 
could be profitably adopted here. 
It seems to me that if this offer 
was made to assist us in that way, 
it would have been stupid of us to 
denv ourselves the opportunity of 
| getting some advantage from it... . 





Its effectiveness 


pursue an effective policy 


one is giving us any instructions 
as to how to conduct our business. 
What it means is that the Ameri- 
cans have offered to assist us, if 
we wish to have assistance, in all 
'those cases where we think that 
| their experience would be of 
| value in improving the produc- 
\tivity of our industry. There are 
/a number of individual firms, as 
the right honorable gentleman 
has said quite rightly, which have 
/already had an exchange of ex- 
| perience. but there are large sec- 
| tions of industry where there has 











Sir Stafford Cripps Outlines Proposal for Joint 
Anglo-U. $. Council on Production Methods 


Tells House of Commons it would be means of cooperation in | 
increasing productivity in both countries. Denies it will lead io 
instructing British how to conduct their business. 

tends objective could be attained by private enterprise. 
Stafford Cripps, t 


On July 28, Sir 
Exchequer, informed the House 
Anglo-U. S. Council on Producti 


| been no such exchange of experi- 
/ence. What we want this Council 
| to examine is whether in this area 
'there is something useful which 
|can be done, and if there is we 
| should like to try to get it done.... 
This is a question of industries 
| getting together to see whether 
there are any advantages to be 
obtained from American methods 
f th 'of productivity. 
- ° Mr. Churchill: Is not all this in- 


Churchill con- 


British Chancellor 
of Commons of a proposed joint 


No one has suggested that any-_| 


Otis & Co. and Cyrus Eaton bo 


and Exchange Commission order 


sought to con- 
demn and 
harass Otis & 
Co. for its 
action in pre- 


venting the 
foisting of a 
misrepre- 
sented and 


manipulated 
stock on the 
American 


public. 
“Now, not 
content with 





a long series 
of one - sided 
hearings 
which were 
used as a national smear forum, 
and not content to await the out- 
come of proceedings in the U. S. 
District Court in Washington, 
D. C., which it instituted, the SEC 
is seeking to become both the 
judge as well as the prosecutor 
in order to cover up its own im- 
proper activities. 

“This new phase of the SEC’s 
persecution of Otis & Co. will nc 
doubt be gratifying to the Kaiser- 
Frazer Corp. whose part in this 
transaction the SEC has _ con- 
stantly refused to investigate, It 
will also please the Wall Street 
investment firms who are under 
anti-trust proceedings for their 
attempts to suppress competition 
by Otis & Co. and other inde- 
pendents. 

“The SEC has plainly shown by 
its newest move that it is not 
serving the public, but the inter- 
est of these selfish groups, be- 
cause, through the action of Otis 
& Co., none of these misrepre- 
sented and manipulated securities 
were sold to investors. 

“Although the conclusion is in- 
escapable that in its new role as 
both judge and prosecutor the 
SEC has already prejudged all the 
issues in the case, we have no 
doubt that when the evidence is 
presented to a really impartial 


Cyrus S. Eaton 





Reply to SEC Charges 


th issue statements denying SEC 


charges in Kaiser-Frazer common stock offering. 


Otis & Co., Cleveland investment bankers, on Aug. 12 released 
the following answer to the issuance in Washington of a Security 


for proceedings against it. 


“For five months the Securities and Exchange Commission has 


ket on its stock was scandalous. 
|The SEC knows this. But, be- 
| cause of its own complicity, it is 
| still studiously seeking to cover 
'up these outrages and whitewash 
| itself,” 

Charges Five Violations 

The SEC has charged Otis & Co. 
with five separate violations of 
'the securities statutes. It alleges 
| that the firm has: 

(1) Used prospectuses to sell 
Kaiser-Frazer stock in interstate 
/commeérce before a_ registration 
/ statement was in effect [Sec. 5(A) 
(1) of the Securities Act of 19331; 

(2) In selling securities in in- 
terstate commerce made untrue 
‘statements of material facts and 
omitted to state material facts and 
engage in a course of business 
which operated as a fraud and 
deceit on those who bought the 
stock [Sec. 17(A) of the Securi- 
ties Act of 1933]; 

(3) Violated a similar fraud 
| provision of the Securities Ex- 
change Act of 1934 [Sec. 10(B)]; 

(4) Used interstate commerce 
‘to induce the purchase and sales 
|of securities by fraudulent prac- 
| tices otherwise than on a national 
' securities exchange |[Sec. 15(C) 
| (1) of the 1934 Sec. Act], and 

(5) Made false _ statements 
'which Otis knew or had reason- 
able grounds to believe were false 
and misleading to induce others 
| to purchase and sell Kaiser-Frazer 
stock [Sec. 9(A) (4) of the 1934 
| Sec. Act]. 


‘Harry White Elected 
IBA Gov. From South 


| NEW ORLEANS, LA.—Harry 
H. White, White, Hattier & San- 
ford has been elected to the office 
of Governor of the Investment 








vity. In a statement, he outlined 


its advantages as a means for cooperation between British and 








Sir Stafford Cripps: Winston Churchill 


American industry, but Mr. Win- 
ston Churchill, leader of the Op- 
position, maintained that the ob- 
jective could be attained better 
if the matter were left entirely 
in the hands of private business 
without government participation. 


The text of Sir Stafford’s state- 
ment and the comments of Mr. 
Churchill follow: 


I wish, with the leave of the 
House, to make a short statement 
about the proposed joint Anglo- 
U. S. Council on productivity. 
Honorable Members will have 
read Mr. Hoffman's recent offer to 
place at the disposal of European 
‘industry the experience of United 
States indusiry on questions of 
production. During my recent con- 
versations with Mr. Hoffman, I 
thought it desirable to make plain 
that this country would be the 
first among the members of 
O. E. E. C. to welcome this initia- 
tive, 

As the House will 
from many statements 
various of my right 


be aware 
made by 
honorable 


. 


friends and by myself over the 
last two or three years, the whole 
_ question 
British industry is one to which 
we attach very great importance. 
|Although many very considerable 
'increases have been achieved in 
| productivity in this country, there 
still remains a great deal that can 
/be done, and must be done, if our 


of the productivity of. 


terchange going on now, to a very 
wide degree, and may not any ad- 
vantages to be obtained from it be 
prejudiced by the formal form in 
which it is now presented? Is it 
not likely that some improve- 
ments would actually be preju- 
| diced by the fact that they have 
been officially suggested, or for- 
'mally suggested, to* us by a 
friendly, but foreign, government, 
from whom we are_ borrowing 
/money? 

Sir S. Cripps: There is no ques- 


tribunal, Otis & Co. will be com- 
pletely vindicated.” 

The foregoing statement was 
followed by another, issued by 
Cyrus Eaton, industrialist and 
banker, who charged that the 
SEC “because of its complicity, 
is now seeking to whitewash itself 
and cover up its outrages by 
bombarding false and malicious 




















charges” against Otis & Co., 
Cleveland investment banking 
firm. 


national standard of living is to| | 
'be raised above its present level. | tion of any sort or kind of any for- 
It seemed to me, therefore, that| eign government suggesting any- 
'we should, if possible, avail our-| thing to us, so far as I am aware. 
selves without delay of this offer) This is a means by which Ameri- 
of help wherever we feel that it | can industry can discuss with our 
| would be useful. | industry how best this job can be 

I therefore put the matter to the | carried through. There is a cer- 
N.P.A.C.I. before I left for Paris tain measure of discussion going 
'to talk with Mr. Hoffman. 


Both | 0n now between some particular | 


In a personal answer to charges 
filed in Washington yesterday by 
the SEC, Mr. Eaton asserted: “It 
is high time that the SEC gave 
attention to its duties to protect 
the investing public. Unless it 
does, its members ought to be im- 
peached.” 

Mr, Eaton’s statement added: 


“The SEC’s newest inspired 





Harry H. White 





Bankers Association of America 
for a three-year term, beginning 
‘with the close of the 1948 Con- 
'vention of the Association. 

| The Executive Committee of 
the Southern Group has ap- 


the T. U. C. and the employers’ 
'members of the N. P. A. C. I. felt 
that we should certainly take ad- 
vantage of Mr. Hoffman’s initia- 
tive and agreed with the view 


which I put before them, that this | 


industries and other particular in- 
| dustries in America, but there is 
no general discussion as to the 
general application over the whole 
wide range of industry. 


Mr. Churchill: I must return to 


charges can only be characterized | pointed the following Committee 
as ro and pone: Br sating They pro-| Chairmen for the 1948-49 year: 
vide the final proof that the | James E. Reddy, Scharff & Jones, 
Commission has completely be-|Inc., New Orleans, Municipal; 
come the tool of our Wall Street|Samuel L. Varnedoe, Varnedoe, 
rivals, already facing anti-trust) Chisholm & Co., Savannah, Legis- 


matter was essentially one to be. 


dealt with through industry itself. | 


I therefore suggested to Mr. 
‘Hoffman, when I saw him in Paris, 


this point. Is it not going on al- 
ready, and has it not gone on fora 


j 


private enterprise? Why has the 





‘that there should be set up a joint | government to come in at this_ 


Council, consisting of representa- | juncture and create a formal body, 


tives of British and U. S. manage-| at this stage, to do what has been 


ment and labor, not on the basis | done, for the mere purpose of self- 
of our industries being inferior to| Survival, by British independent 
those of other countries, but be-| Manufacturers and producers for 
|cause an exchange of experience | many years? 

and knowledge of methods of pro-| Sir S. Cripps: As I have said, I 
duction would, I am convinced, be think, three times already, there 
of great benefit to this country.)is a certain amount of interchange 


long time in a friendly way, under 


proceedings, whose business we 
have steadily been taking away 
by our honest, but unwelcome, 
free competition. 

“We will prove up to the hilt 
‘that the Kaiser-Frazer Corp. 
management was attempting to 
perpetrate a colossal fraud on the 
public last February, in trying to 
force out 1,500,000 new shares of 
‘stock worth much less than its 
rigged price. And we will show 
that it was Otis & Co., and not the 


lation; Thomas H, Temple, Temple 
Securities Corp., Nashville, Edu- 
cation; Charles W. Warterfield, 
Cumberland Securities Corp., 
|Nashville, National Municipal 
Committee. 


Edward G. Bradford Dead 


Edward Gardner Bradford, who 
|/was with the examiners’ depart- 
_ment of the New York Stock Ex- 
| change, with which he had been 








The joint body would not itself be 
' the channel for such an exchange, 
| but would put forward sugges- 
'tions as to how this could best be 
arranged and how far E. C. A. as- 
sistance could be used in carrying 
‘those suggestions into effect. Mr. 


of information both on the Ameri- 
can side and the British side, and 
it is thought there might be much 
more. That is why, when I sub- 
mitted this suggestion to both 


' sides of industry, they accepted it 
| as being a good one, 


SEC, which saved the U. S. in- associated for 18 years, died at St. 
vesting public from loss at this | Luke’s Hospital at the age of 50. 


time. ante 


“The registration statement Kay Retires Sram Kidder 


which Kaiser-Frazer attempted to ' 
pass off on Otis & Co. was untrue) On Aug. 30 Gordon R. Kay will 
and misleading. The Kaiser-|retire from partnership in A. M. 


| Frazer manipulation of the mar-\ Kidder & Co., New York City. 
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Wants ECA to Rehabilitate Private Business 


Roy W. Gifford, of Borg-Warner 
essential if free enterprise in West 
European production 


The power to “kill or cure” the free enterprise system in West- 


ern Europe rests largely in the 


Gifford, Chairman of Borg-Warner International Corp., told a meet- 
ing of the Detroit Board of Commerce. 


Unless a ¢ 
Portion 
of ‘American 
relief funds 
are employed 
to strengthen 
private bus:- 
mess abroad, 
Western Eu- 
Sop e es & 
countries will 
be pushed 
further along 
the road to- ~ 
ward _ totali- | 
tarian control, 
the Detroit 
manufacturer 
predicted. 

Newly returned from England, | 
Gifford said he found British 
business leaders “almost uni-| 
versally opposed” to the European 
Recovery Program unless it pro- 
vides for the rehabilitation of pri- 
vate industry. 

Fortunately, the heads of ECA 
recognize the economic necessity 
of stepping-up production as rap- 
idly as possible in “the Marshall 
Plan nations,’ Gifford said. He 
pointed to the recent announce- 
ment of plans to form an Anglo- 
American Industrial Council as 
evidence that ECA Administrator 
Paul Hoffman and his aides are 
alert to the importance of promot- 
ing Europe’s recovery through 
aiding her industries. 

“The early results of ECA’s en- 
deavors indicate that American 
money is going to be spent abroad 
more intelligently than has- been 
true in any other American relief 
experiments,’ Gifford said. “Of 
necessity, ECA was put together 
hastily and its plans for the ex- 
penditure of ERP funds are not 


| 


| 





R. W. Gifford 





yet completely defined. But the 
ECA ‘doctors’ are making ex- 
haustive studies and detailed 


diagnoses of Europe’s economic 
ills—and I believe they will be 
able to prescribe wisely.” 

In conferences with heads of 
the British Federation of Indus- 
tries in London and with the Na- 
tional Council of French Em- 
ployers in Paris, Mr. Gifford 
advocated a broader exchange oi 
information on production meth- 
ods between American and Euro- 
pean manufacturers. He_ also 
proposed the actual exchange of 
executives and technicians be- 
tween industries of the various 
countries as a means of improv- 
ing manufacturing techniques. | 

“It is my premise that the 
people of the United States now 
lend their sincere and generally 
unselfish support to the European 
Recovery Program,’ the Borg- 
Warner official said. “But the 
program may not continue to re- 
ceive this support unless. the 
American public and the Congress 
are convinced that the funds are 
being used effectively and that 
the desired result—a greater and | 
more permanent economic stabil- 
ity in Western Europe—is actu-| 
ally on its way to being accom- 
plished. 

“It is my further premise that, 
such economic stability cannot be 
achieved on anything like a per-| 
manent basis unless there is a) 
marked recovery of European) 
industry, with increased produc- 
tion, a more general efficiency in 
manufacturing methods at lower 
costs, and a resumption of active 
multilateral trade throughout the 
world, 

“A firm prosperity in any coun- 
try depends mainly upon the 
ability of that country’s industry 
to produce a maximum quantity 
of merchandise, efficiently and at 
a competitive cost, so that it can 
supply its major domestic re- 
quirements plus the needs of the 
export market, 








/of one country can be of direct 


| developing a plan whereunder the 


In Southern Bond Company 


| vestment 


International Corp., says this is 
ern Europe is to survive. Wants 
methods improved. 


hands of ECA officials, Roy W. 





“Because of two world wars, 
with the resultant destruction and 
obsolescence of machinery, indus- 
try in Britain (as well as in all 
Western Europe) finds itselt| 
lacking today in many of the fa- 
cilities required to bring about 
Maximum production and effi- 
ciency in manufacturing. There- 
fore, it becomes increas.ngly im- 
portant that ECA make adequate 
provisions for aid in this cate- 
gory. 

“T also believe that the industry 


assistance to the industry of an- 
other country, even above and 
beyond inter-governmental aid, 
because industry best understands 
its own problems. 

“To this end, I have proposed 
specifically that the industrial 
leaders of Western Europe and of 
the United States collaborate in 


maximum benefit will be derived 
from that share of the ECA funds 
which may be set aside for indus- 
trial rehabilitation. In so doing, 
I believe industry in both coun- 
tries would be rendering a real 
service to ECA and to the cause 
of economic recovery. 

“We frequently could arrange 
to make the services of industrial 
executives, engineers, production 
and marketing experts, and tech- 
nical specialists from one country 
available temporarily to the other 
country. 


“It would be our purpose to 


Paul 0. Frederick Is 
Forming Go. in NYG 


Paul O. Frederick is forming 
Paul Frederick & Co. with offices 























Paul O. Frederick 


at 70 Pine Street, New York City, 
to engage in the securities busi- 
ness. Mr. Frederick was formerly 
manager of the Bond Department 
for the Commerce Union Bank of 
Nashville. The new firm has 
taken over the New York offices 
of the Commerce Union Bank. 
oh roa 


SEC Reports Rise 
In Working 
Capital 


The net working capital of U. S. 
corporations continued to increase 


Savings Bank, 
Jamaica, L, I. 
“The net de- 
cline of depos- 
its of $11,- 
108,000, how- 
ever, is only 
about one- 
tenth of 1% 
of total de- 
posits. With 
over 7,200,000 
accounts on 
the books, the 








total number 
decreased 
| by 658. 
| “Since the 
net decrease 
| was so small, 





John Adikes 


‘savings. 


Notes Slight Decline in N. Y. Savings Deposits 


John Adikes, President of Savings Banks Association, points out 

it represents first reversal of trend in 72 months. 
pattern indicated. 

“Record activity in savings deposits during July among the sav- 

ings banks of New York State resulted in a slight decline in total 


savings for the first time in 72 months,’ 
Adikes, President of The Savings B 


Sees no new 


> 


it was announced by John 
anks Association and the Jamaica 





“Gross new deposits in the sav- 
ings banks during July were 
$320,000,000, about $4,000,000 
more than during July, 1947, At 
the same time, total withdrawals 
increased from $295,560,000 a year 
ago to $331,114,000 this month. 
The answer is simply that more 
people needed money to meet ris- 
ing costs to a greater extent than 
others were able to add to their 
To what extent this will 


‘continue over the future cannot 
be predicted, but a check among 


' 


j 
} 


several banks indicates that dur- 
ing the first part of August their 
new deposits are exceeding with- 
drawals.” 

The net increase in savings for 


it does not indicate a pattern for! the year ended July 31 amounted 
the future,” Mr. Adikes pointed | to $543,000,000, bringing total de- 
'out, “nor was there any uniform- posits to $10,099,193,426. 


| ity in the experience of the banks 
| throughout the state—for 58 
| banks scattered in different areas 
|reported gains in deposits while 
|63, often in the same city and 
| paying the same interest rate, had 
decreases, 

“July is normally a very active 
'month since most savings banks 
credit dividends at the end ot 


June and many depositors delay 





Page With King Merritt 
(Special to THe FrNaNcIaAL CHRONICLE) 
SAN FRANCISCO, CALIF. — 
John R. Page has become associ- 
ated with the staff of King Mer- 
ritt & Co. He was formerly with 
Walston, Hoffman & Goodwin and 
Hannaford & Talbot. 





Joins R. H. Johnson Co. 


(Special to THe FrNaNnctaL CHRONICLE) 

PORTLAND, MAINE — Francis 
E. Herrick has joined the staff of 
R. H. Johnson & Co. 


during the first quarter of 1948, , Withdrawal of needed funds until 
reaching a new record level of after dividends have been cred- 
$62.4 billion as of March 31, 1948, ited, while others draw out their 


according to the quarterly analysis g;.; : 
made public by the Securities and dividends as part of their annual 
Exchange Commission. During the ‘Come. 











seek to improve manufacturing 
methods and processes wherever 
the need for and possibility of 
improvement may be indicated, 
thereby increasing productivity, 
raising the general standard of 
living and helping to make the 
‘Marshall Plan nations’ self-sus- 
taining and economically strong 
enough—under a system of indi- 
vidual business enterprise—to re- 
sist the lure of Communism. 
“America’s cash loans and 
grants of materials will not in 
themselves suffice to make West- 
ern Europe self-supporting. Sec- 
tions of her industrial machine 
must be modernized if she is to 
regain full economic health.” 





—_— 


Howard A. Ives With 
G. E. Abbeit & Co. 


(Special to THe FINANCIAL CHRONICLE) 

LOS ANGELES, CAL.—How- 
ard A. Ives has become associated 
with C. E. Abbett & Co., 3277) 
Wilshire Blvd. In the past he was | 
an officer of Hugh W. Land and 
Co., Inc., making his headquarters 


in Los Angeles. 
——— EE 


Ed. Jones Becomes Partner | 


JACKSON, MISS.—Announce- 
ment is made of the formation of 
partnership to deal in general in- 
securities under the 
name of Southern Bond Co., 
Standard Life Bldg. Partners are 
Cecil E. Inman, Edward Jones, 
Cecil E. Inman, Jr. and Mrs. 
Elizabeth L. Gearhart. Mr. Inman 
was formerly proprietor of the 
firm, Mr. Jones conducted his 
own investment business under 
the firm name of Edward Jones 
and Co. 


With Edgerton Wykoff 


(Special to THe FINANCIAL CHRONICLE) 

LOS ANGELES, CALIF.—O. W. 
Hasencamp has been added to the 
staff of Edgerton, Wykoff & Co., 
618 South Spring Street, members 
of the Los Angeles Stock Ex- 





$13.2 billion. 





change. 


three months, January through | 
March, 1948, working capital in- | 
creased by $1.6 billion, reflecting | 
a rise in current assets of $500 | 
million, while current liabilities 
declined by $1.1 billion. 


The largest change in any of the | 
items of current assets and liabili- | 
ties during the first three months | 
of 1948 was a decline of $1.5 bil-, 
lion in notes and accounts payable. | 
Federal income tax liabilities in- | 
creased $100 million to a level of 
$10.0 billion, while other current | 
liabilities increased $300 million. | 


The only item of current assets 
that increased significantly during 
the first quarter of 1948 was in- 
ventories, which rose by $1.3 bil- | 
lion to a level of $43.0 billion. | 
This reflected to some extent the | 
continuing rise in prices paid for | 
goods included in _ inventories. | 
Cash and deposits declined $400 
million, while holdings of U. S. 





This announcement is not, and is under no circumstances to be construed as, an offer of this 
Common Stock for sale or a solicitation of an offer to buy any of such Common Stock. This 

Common Stock is subject to a conversion privilege applicable to the 5% Cumulative 

Convertible Preferred Stock, as more fully set forth in the Prospectus. w 


August 17, 1948 





472,954 Shares 
Illinois Power Company 


Common Stock 


(without par value) 


Government securities decreased | The Underwriters named in the Prospectus have severally agreed, subject 
$300 million. Notes and accounts to certain conditions, to purchase any of the above shares of Common Stock 
receivable declined by $200 mil- | issuable upon conversion to holders of the Company's 5% Cumulative Con- 


lion. | 

At the end of the first quarter 
of 1948 corporate holdings of cash 
and deposits amounted to $22.1 
billion and holdings of U. S. Gov- | 
ernment securities amounted to} 
These two liquid | 
items made up a smaller propor- | 
tion of net working capital than | 
at the end of 1947. Due to a drop| 
in sales the ratio of cash and U. S. | 
Government securities to sales in- | 
creased somewhat in the first’! 
quarter and approximately pre-| 
war levels. 

As for the other items affecting | 
the corporations’ financial position | 
there was, during the first quarter | 
of 1948, an increase in the net 
property account of $2.7 billion. | 
On the other side of the balance | 
sheet there was a $1.3 billion in- | 
crease in long-term debt and 
equity securities. Long-term debt, 
including long-term bank loans, | 
rose by $1.1 billion and equity 
securities by $200 million. Most | 
of the increase in working capital | 
and in the net property account | 
was, therefore, financed by re- 
tained corporate profits. 


vertible Preferred Stock but not so issued prior to redemption of said Pre- 
ferred Stock on September 17, 1948. 


. ° a 
Copies of the Prospectus may be obtained from any of the several under- 
writers only in States in which such underwriters are qualified to act as 
dealers in securities and in which such Prospectus may legally be distributed. 


The First Boston Corporation 
A. G. Becker & Co. 

2 a Forgan & Co. 
Paine, Webber, Jackson & Curtis 
Laurence M. Marks & Co. 
Robert W. Baird & Co. 
Farwell, Chagiiie & Co. 
Newhard, Cook & Co. 


J. J. B. Hilliard & Son 


Merrill Lynch, Pierce, Fenner & Beane 
Blyth & Co., Inc. 


Central Republic Company 


Incorporated) 


Kidder, Peabody & Co. 


Wertheim & Co. 
G. H. Walker & Co. 
William Blair & Company 


Harris, Hall & Company 


(Incorporated) 


Bacon, Whipple & Co. 
H. M. Byllesby and Company 


(Incorporated) 
The Illinois Company The Milwaukee Company 
William R. Staats Co. 


Maynard H. Murch & Co. 


Pacific Company of California 
Kirkpatrick-Pettis Company 
The Ohio Company 
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By E. A. VAN DEUSEN 
This Week — Bank Stocks 


The Treasury’s recent actions in raising the short-term rate from 
i%% to 1%% has been quickly followed by a general firming of 
rates in the money market. The bank stock market has responded 
moderately, despite the raising of reserve requirements, which tends 
to lower the earning assets of the banks. The American Banker index 
noved up from 38.9 on Aug. 3 to 39.9 on Aug. 12, an appreciation 
of 2.6%; the Dow Jones indusirials over this period declined from 
180.98 to 179.63. 

A general increase of 4% in interest rates could add appreciably 
to the operating profits of the banks. This is illustrated in the accom- 
panying tabulation, which shows the potential effect on each bank 
fa flat increase of 4%, figured on their earning assets of June 30, 
i948. Their earning assets, however, are reduced by 2'2% to reflect 
the approximate effect of an additional 2% in reserve requirements. 








Earning 
Earning Assets Vg % Net Operating or 
Assets Reduced Per Indicated Earnings “ of 
Per Sh. by Annum —Per Share 1947 
6-30-48 2% Per Sh. Yr.’47 Half’48 Earnings 
Bank of Manhattan___. $406.12 $396 $0.50 $2.06 $1.38 24.3% 
Bk. of N. Y. & 5th Ave. 3,630.35 3,539 4.42 21.88 20.2 


mankxersa Trust ........ 372.80 363 0.45 3.00 1.63 15.0 
Central Hanover —-_--_-- 1,075.14 1,048 je | 6.68 3.00 19.6 
Chase National ...___- 448.30 437 0.55 251 1.27 21.9 
Chemical Bank & Trust 433.62 423 °033 2.61 1.46 20.3 
Commercial National_-_-_ 431.61 421 0.53 3.66 Le 14.4 
Corn Exchange __-_-_---- 761.34 742 0.93 5.03 2:45 18.5 
Paret -mawena .......- 5,690.82 5,549 6.94 85.82 42.10 8 
ueramey aruet ......- 2,097.33 2,045 2.00 ‘rise 8.32 14 
i 164.60 160 0.20 1.26 0.60 15. 
Manufacturers Trust —- 800.01 780 0.98 4.72 2.59 20 
mavional ‘City......... 580.39 566 0.71 Sao 1.58 21 
New “York Trust___.._- 828.49 778 0.97 6.54 3.14 14 
Public National  ~___--- 744.92 726 0.91 4.25 2.33 21.4 
es Sco ees 2,999.60 2,925 3.66 36.56 18.85 10.0 





AVERAGE 

The additional potential income, it will be noticed, represents 
a substantial percent of 1947 net operating profits. The average for 
the 16 banks is 17.6%, varying from 8.1% for First National to 24.3% 
for Bank of Manhattan. 

Another way to present the potential impact of an increase of 
1% is by aggregate totals for the 16 banks as follows: 

Total net operating profits (1947)_--------~ $122,304,362 
Additional potential income from %¥%%----- 22,263,250 
Percent of total 1947 net operating profits 18.2% 

It is not the purpose of this discussion to predict bank earnings, 
for the assumptions made in the computations presented are not 
authoritative nor exact, but merely illustrative. The figures simply 
purport to demonstrate the vital importance of interest rates to the 
earning power of banks. For many years they have been loaded 
down with government paper and their aggregate earning assets 
reached fantastic levels, but under the “easy money policy” the re- 
turn to the banks has been at abnormally low rates, and the only 
thing that maintained earnings at anything like reasonable levels 
was the huge volume of their loans and investments. But this volume 
has been shrinking since the end of the war; holdings of govern- 
ments have sharply declined and deposits are down, while reserve 
requirements have moved up. On the other hand commercial loans 
have moved up, as “war Ioans” to the Government ceased, and inter- 
est rates have moderately firmed in several categories. With further 
increases in interest rates, as we move away from too “easy money,” 
bank earnings should improve, even with a lower volume of earning 
assets. It seems likely that 1948 second half earnings of New York 
City banks should look better than those of the first half. 
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A Defense of Truman’s Anti-Inflation Program 


(Continued from page 4) 
enough of others at a ruther fixed 
level of total production, Some 
lines are expanding relatively too 
fast and others relatively not fasi 
enough to serve national needs or 
to avoid eventual disruption o! 
production generally. In short, 
while the problem is partly tc 
relieve inflation by more produc- 
tion as fast as we can, the bigge1 
problem is that inflation is impair- 
ing production in detail and ir 
the long-run will impair it in 
general. If we can deal vigor- 
ously with inflation, production 
for the most part will take care 
of itself. 


Inflation and Decreasing Demand 


The third point in evaluating) 
anti-inflation measures is that re- | 


ducing total demand is by nc 
means a full solution, although it 
is frequently hailed as_ such. 
Demand means spending power in 
the market. If all demand 
throughout the economy were re- 
duced pro tanto, we. would indeed 
have a lower price level, but 
price-income relationships and 
the distribution of goods and 
services would remain approxi- 
mately the same as they are now 
The submerged families who are 
not now getting enough goods 
would still not be getting enough 


goods; and some others who are’ 


getting relatively too much would 
still be getting relatively too 
much. On the demand side, as 
on the supply side, the immediate 
problem is mainly one of rela- 
tionships rather than of totals. 
Some types of demand need to be 
curbed while other types need to 
be made more effective. Effec- 
tive demand in the market de- 
termines the kind of work that 
people do, the kinds of goods that 
are produced, and how these 
goods are distributed. When we 
are faced with trouble on the de- 
mand side in a full employment 
economy, the real task is not to 
reduce all demand, but rather to 
readjust relative demands either 
for reasons of equity or national 


policy or in the interests of gen-| 
We need | 


eral economic stability. 
to do this now for all 
reasons, 


three 


Inflation and Housing 

A good example of the demand 
problem is in the field of housing. 
The point has been made that the 
Taft - Ellender - Wagner Housing 
Bill is inconsistent with an anti- 
inflation program because it 
' would add to demand. 

This point is not well-founded. 
If there is a shortage of housing, 
and if this is contributing to ex- 
cessive housing costs in the same 
way that a_ shortage of food 
would contribute to excessive food 
costs, then the production of more 
housing is anti-inflationary in the 
/same sense that the production of 
/more food would be anti-infla- 
,tionary. It may well be that, for 
a time, we cannot divert much 
more labor and materials to the 
total production of housing in 
view of other competing national 
/needs. But let us make sure that 
they are competing national 


essentials. And even then, there 
would still remain the question of 
the composition of the housing 
that is being produced. It would 
still be sound and desirable to 
/produce relatively more low-rent 
housing for veterans and others of 


modest means, and relatively less) 
high-priced housing for families) 


who can get along very nicely 
for a while with what they al- 
ready have. The Taft-Ellender- 
Wagner Bill is designed basically 
for this purpose, although this is 
not true of the “Title VI” provi- 
sions contained in the bill. Thus, 
_under present circumstances, talk 
about damnvins down the demand 


for housing is 


and mistaken until one breaks the 
demand down into various types. 








Providence, Enterprise 7008 Detroit, Enterprise 6066 





‘Some types of housing should be 


indiseriminating | 


|expanded, other types should be 
contracted. 


Inflation and Government 
Programs 

What is true of housing is 
equally true of other expendi- 
tures, including expenditures un- 
der government programs. Some 
types of expenditures, of course, 
should be held low or reduced 
Those types of éxpenditures 
which represent essential national 
purposes, or severe essential in- 
dividual needs, cannot be reduced 
below the point of safety or basic 
welfare. Some of them, for exam- 
ple, educational outlays, need to 
be increased. The vroblem is to 
translate the more necessary ex- 
penditures into effective’ goods 
and services, and this can be done 
only by reducing, on a selective 
basis, other types of expenditures 
which are drawing goods ana 
services away for less essential! 
purposes. The problem here 
again is one of the composition: of 
expenditures and their relation- 
ships one to another. 


Inflation and Price-Wage-Profit 
Policies 

The price-wage-profit problem 
in the current stage of inflatio: 
cannot be met by deciding arbi- 
trarily that-all prices should be 
held where they are now, or that 
all wages should be held where 
they are now, or that all profits 
should be held where they ar« 
now. Some items are relatively 
too high, and others are relatively 
too low, both on grounds ot 
equity and on grounds of eco- 
nomic stability. A program wh-ch 
sought to hold everything just as 
it is now, even if it could be 
successful, would merely freeze 
current maladjustments where 
these exist, and if current mal- 
adjustments did not exist there 
would be no crying need for the 
program at all. The fact is that 
some items need to be raised, anc 
cthers need to be lowered, in 
relation to the general structure 
of prices, wages and profits, 


Inflation and Price or Wage 
Supports 

As a further example of this 
po.nt, there is nothing intrinsi- 
cally inconsistent between  pro- 
posals on the one hand to main- 
tain agricultural price supports 
and proposals on the other hand 
to check such prices as are found 
to be rising too fast. Preventing 
some prices from falling to levels 
that are relatively too low is just 
as much a part of a sound eco- 
nomic program as_ preventing 
other prices from reaching levels 
that are relatively too high. 
Likewise, there is no _ inconsis- 
tency between raising minimum 
wages, or seeking to improve the 
real earnings of those who are 
discriminated against in the cur- 
rent price-income structure, while 
at the same time seeking to re- 
strain such wage increases as 
would break through necessary 
price ceilings. 


Treatment of Inflation Should Be 
Selective and Not 
Indiscriminate 


needs and not competing non-, 


For these reasons, there is little 
merit in the high-sounding notion 
that a genuine anti-inflationary 
program should get equally 
“tough” on everybody, and that a 
program which gets “tough” at 
some points and not at others is 
unsound or disingenuous. For 
example, inflation cannot’ be 


those who are already its chief 
victims. The very essence of a 
‘corrective program is that it in- 


creases pressure at some points| 
pressure at other) 
points so as to get things into) 
The only kind of | 


and relieves 


better balance. 
economic development that gets 
“tough” on everybody is a de- 
pression. 


program must be both comprehen- 


Sive and selective. It must em-' 


remedied by getting “tough” on/| 


An effective anti-inflationary | D44#0nal needs. 


brace a variety of measures be- 


|cause the problem is complex, 


and it must treat each of these 
problems carefully and not with a 
meat axe. Maladjustments can 
be cured only by treating every- 
body fairly, not by treating every- 
body the same. 

In the light of these standards, 
it becomes easier to evaluate the 
main proposals now before the 
committee, relating to credit con- 
trols, materials allocations and se- 
lective price control. 

Consumer Credit Control 

The control of consumer credit 
has an appropriate place in a 
rounded anti-inflation program 
because it can be used to curb the 
effective demand for goods on the 
part of those who are now secur- 
ing too many goods in relation to 
what the economy at current 
levels of production can make 
available. But, manifestly, con- 
sumer credit controls cannot and 
should not be used to decrease 
the amount of goods made avail- 
able to those who are already 
receiving relatively too little. In 
short, consumer credit controls by 
themself cannot do much for the 
primary victims of inflation and 
for this reason as well as others 
they need to be combined with 
other measures, 


Restraint on Inflationary Bank 
Credit 

The control of inflationary 
bank credit, by whatever devices 
may be used, has fruitful usages 
and is subject to obvious limi- 
tations in the kind of inflation 
we now have. If such controls 
are used selectively to abate the 
types of business’ enterprises 
which should not be undertaken 
at this time, they can be useful. 
But if they were to be used in a 
blunderbuss fashion to contract 
the total volume of business ac- 
tivity, they would be utterly in- 
consistent with the sound idea of 
striving to increase total produc- 
«tion and would be consistent only 
with the fallacious and dangerous 
notion that inflation can be cured 
by bringing on a “mild” recession 
in the general level of employ- 
ment and business activity. Such 
controls, moreover, have other 
inherent shortcomings which pre- 
vent them from being the whole 
answer or even enough of an 
answer to the current inflationary 
problem. Some of the lines of 
enterprise and expansion which 
ought to be relatively reduced 
under present circumstances are 
not dependent upon outside credit 
to an extent that they would be 
affected perceptibly by these con- 
trols. Conversely, some of the 
types of production that should be 
relatively stimulated under pres- 
ent conditions would not be 
helped by such controls and might 
be impaired by them. And, 
manifestly, these .controls would 
not reach into the crucial prob- 
lem of the price-wage spiral gen- 
erally, unless they were applied 
so extremely and so unwisely that 
they brought about a_ serious 
contraction in nationwide levels 
of business activity—which is just 
'the reverse of what we should 
want to do. Therefore, neither by 
the test of relieving the primary 
victims of inflation, nor by the 
test of curing the maladjustments 
in the economic structure which 
are the central danger of infla- 
tion, do credit controls afford 
more than a part, albeit a neces- 
sary and essential part, of a work- 
able program for checking infla- 
tion. 

Allocations 

Because it is neither desirable 
to contract the total level of eco- 
nomic activity nor feasible in the 
short run to expand it very 
much, the real problem is to 
weigh the composition of this ac- 
'tivity in favor of our most urgent 


This means that 
/a vigorous and fully implemented 
program of allocation of basie 
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in relatively short 
supply ranks high on the list of 
effective measures from a view- 
point of general economic analy- 
Sis. So long as there is not! 
enough steel for everyone to get 
as much as he wants or has the 
money to try to buy, it is impera- 
tive that a program such as the 
preparedness program not be 
jeopardized because too much 
steel is being drained off in other 
directions. It is, likewise, im- 
portant, even to the extent that 
effective measures exist for get- 
ting steel for the preparedness 
program, that the amount of steel 
which this program leaves avail- 
able for general ‘civilian use is 
wisely directed and sanely used. 
The same principle applies to 
other basic commodities in rela- 
tively short supply, whether be- 
cause of domestic conditions or 
because of a combination of do- 
mestic conditions and the foreign 
aid or preparedness program, We 
should not want to reduce the 
total production or the total use 
of these basic commodities 
through general contracting meas- 
ures which would both impoverish 
the country and create unemploy- 
ment; the problem is rather to 
channel them to the most effec- 
tive use. And, in appraising what 
is the most effective use, we need 
to take into account not only 
short-run urgency, but also ‘the 
longer range problem of the bal- 
anced development of interrelated 
facilities. The worst danger of 
relative shortages is the distor- 
tions which they create. 


Selective Price Controls 


While the foregoing measures 
can help greatly in fighting in- 
flation, they cannot alone cope 
with tue whole congeries of prob- 
lems surrounding pricing, whether 
such pricing is determined by 
purely competitive forces or by a 
combination of these forces and 
administered .price_ policy. In 
time of danger, one way to attack 
a problem which should not be 
overlooked is to get at it front- 
ally, although the frontal attack 
may involve the temporary use of 
measures which on ground of eco- 


nomic and political philosophy 
none of us would want to reta.n 
indefinitely. The price situation 


has now reached the point where 
it is inflicting personal hardships 
and generating economic malad- 
justments that cannot be viewed 
with equanimity by anyone who 
cares about the present or the 
future of our American economy. 
There will naturally be differ- 
ences of opinion as to whether the 
inconveniences and irritations of 
selective price control outweigh 
the dangers of allowing the price- 
wage spiral to continue on its 
course. All an economist can do, 
in view of these competing con- 
siderations, is to place before you 
in all sincerity the conviction that 
the choice of allowing prices to 
pursue their likely course under 
current and foreseeable circum- 
stances offers large likelihood of 
ending in an extremely painful 
economic debacle of major pro- 
portions and express his own be- 
lief that selective price control is 
as important as any other measure 
that anyone has proposed to com- 
bat this inflation. Whether sta- 
bilizing the economy is an, objec- 
tive of sufficient worth to justify 
heroic measures lies entirely 
within the province of those re- 
sponsible for national economic 
policy. I have done what I can_ 
do to put at your disposal the only | 
kind of assistance that lies within 
my province. 


Excess Profits Tax 


While this committee has not 
before it the proposal to reimpose 
the excess profits tax, the course | 
of my analysis indicates that such 
a tax is a logical and desirable | 
part of an effective anti-inflation | 
program at this time. Such a tax| 
would provide an increase in the, 
government surplus of between) 
$4 and $5 billion, which would be| 
definitely anti-inflationary. By 
reducing profits where they are, 


excess.ve, it would be made easier 
to moderate the size of wage de- 
mands. Such a fax would help 
to reduce the growing maladjust- 
ment, to which I have referred, 
arising from the fact that some 
profit levels are well above the 
amounts needed for healthy and 
balanced business investment 
when measured in relation to the 
present and prospective size of 


Will our democracy make mani-| jf 


fest its innate sense of justice 
which rebels against hardship for | 
so may people even in the) 
presence of prosperity? Will our} 
democracy make manifest the 
strength and the unity to act be-| 
fore the ultimate cris.s appears, | 
just as we have made manifest} 
the strength and the unity to act) 
upon the event of crises—espe- | 
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Stockholders of both the Wheeling & Lake Erie and New York, 
Chicago & St. Louis are to vote at special meetings Oct. 11 on the 
proposed lease of the former by the Nickel Plate. Under the terms 
of the 99-year lease the Nickel Plate would guaranty payment of 


consumer purchasing power. 
Looking objectively at the financ- 
ing position of business, such a 
tax would not impede desirable 
investment or production, but 
might serve as a brake on specu- 
lative or excessive inventory ac-| 
cumulation, Since price policies 
in the administered price area are | 
determined in any event by busi- 
ness judgment as to what will 
yield the optimum return in the! 
long run, the argument that an | 
excess profits tax would lead to! 


cially when we know that some | 
of these crises would never have | 
appeared if we had acted in time? 














Business 
Man’s 


Bookshelf 





























higher prices cannot be sus- | i) 
tained. It is a matter of record} at 
that the removal of the excess 


profits tax did not lead to lower Food Industry Looks Ahead 


dividends at the rate of $4 on the* 


nominal amount of non-callable 
4% prior lien stock outstanding 


with the public, and $5.75 a share 
on the Wheeling & Lake Erie 
common _ stock. Inasmuch _ as 
“Nickel Plate” owns virtually all 
of the prior lien stock and more 
than 70% of the common, with a 
large part of the balance of the 
common held by Pennroad, there 
is little question but that the plan 
will be approved overwhelmingly. 
It is hoped that the lease can be- 
come effective the beginning of 
next year. 


Lease of Wheeling & Lake Erie | 
will strengthen the “Nickel Plate” 


|give a 
equal to the present price of the 


railroad field, It is expected that 
a fairly substantial extra distribu- 
tion will be made toward dividend 
arrears late this year and that a 
minimum of $18 a share can be 
looked for over the next few 
years unless there is a severe con- 
traction in traffic and earnings. 
Once the arrears have been re- 
duced to perhaps $30 or $40, it 
is expected that plans for recapi- 
talization will be revived. Any 
such plan would be expected to 
residual value at least 


stock. 
The following tabulation shows 


prices or in any discernible way 
help to check price inflation. 


Must Selective Controls Become 
General to Be Effective? 


The argument that selective 
controls would lead inevitably to 
all-pervasive controls, or that 
they could not be effective with- 
out such all-pervasive controls, 
attempts to prove too much in so 
far as objective economic analysis 
is involved. Limited controls in 
the prewar defense period led to 


With sou, The —A statement by 
Paul S. Willis, President of the 
Grocery Manufacturers of Amer- 
ica, Inc.—Grocery Manufacturers 


of America, Inc., 205 E. 42nd 
Street, New York 17, N. Y.— 
Paper. 


| Gatx—-A history of the General 


American Transportation Cor- 
poration 1898-1948—Ralph C. Ep- 
stein—North River Press, New 
York—Cloth. 





all-pervasive controls during the 
war, not by any rule of inexor- 
able logic, but rather because the 
war brought upon us an economic 
strain of unparalleled magnitude. 


Guaranteed Annual Wage, The 
| —Alexander Calder and James L. 
_Knipe— National Planning Asso- 
| ciation, 800 21st Street, Washing- 
|ton 6, D. C.—Paper—50c. 


picture considerably and should| pro forma earnings of “Nickel 
add materially to the earning! Plate’ 6% preferred stock over 
power of the parent company’s|the past 10 years, based on the 
stocks. In recent years Wheeling} proposed lease of Wheeling & 
has been paying common divi-| Lake Erie. In arriving at these 
dends at the rate of only $3 a|pro forma results a straight 38% 


share and “Nickel Plate’s” in-| Federal income tax has been used 
come from the subsidiary has|in every year and in 1945 charges 


been limited to the dividends it| for amortization of defense proj- 
has received. Once the lease be-| ects have been eliminated. 


We were diverting about half of| 
Our nation’s production to non-| 
civilian use, while at the same| Self-Analysis Quiz for Super- 
time civilian incomes rose to un-| visors and Executives — Rexford 
precedented levels because the|Hersey——(reprinted from ‘“Per- 
war was being financed mainly |sonnel”)—American Management 
through borrowing rather than by | Association, 330 West 42nd Street, 





comes effective, the full earnings! Year— Amount 
of the Wheeling properties will | 
flow directly to the lessee. The| etd rae eet ee Se ae ere 
guaranteed dividends on publicly- | 1946___------------------ ‘ 
held stock will amount to only | 1945-------------------- 56.09 
$539,960 and total system fixed) 1944____________________ 61.12 
charges, including the guaranteed | 1943 72.99 
dividends, will be indicated some-|j949 SC 65.51 
what below $4,900,000. Se ee eee ey ray ere t 
Earlier this year when plans for | 1941_____----_---~------ 37.85 
a “Nickel Plate” stock recapitali- 40_.-_----------------- 18.51 
zation were abandoned, at least} 1939........--_-__---__- 16.01 
temporarily, it was announced| 193g ..-—=«—s—i wit 5.74 
that the management would start The average for the 10 years 


on a program to reduce the pre- 


| of 


paradox that those who believe 


taxation, There is no such com- 


parable’ situation today. Our 
economy is not yet being sub- 
jected to anything like the eco- 


nomic strains of wartime and 
lesser measures may well serve to 
relieve and remedy more limited 
strains. Further, the argument 
that selective measures must lead 
to all-pervasive measures seems 
to prove too much because it car- 
ries the implication that we 
should avoid all measures until 
the economic strains and dislo- 
cations become so immense that 
all-pervasive measures will in- 
deed be needed. An economist 
can find little in our pragmatic 
American experience to _ justify 
us in imposing this insoluble di- 
lemma upon ourselves. It would 
seem far better to act upon the 
maxim that a stitch in time saves 
nine. 

Selective measures imply a 
sense of care and discretion 
what is attempted. They imply 
steering between dangerous in- 
action and excessive zeal. They 
seem to apply corrective attention | 
to identifiable sore spots in the) 
economy before these spread.) 
The very nature of inflationary 
prosperity lies in the emergence | 
and progressive development of 
specific maladjustments that need 
specific attention. The all-out 
measures that would be called 
for in time of war, or in time of 
depression, are happily not yet 
relevant to the current situation. 


The Problem of Timing 


Nobody can foretell just when 
the dangers and maladjustments 
inflation will culminate in a 
crash. But is it not a strange 
that this ultimate calamity is some 
time off should on that ground 
be skeptical of prompt remedial 
action? Is it not more prudent 
to take remedial action while the 
common judgment is that there is 
still time for it to be effective? 


I think that these questions pose 
one of the supreme issues of our 
generation, which is a moral issue 
as well as an economic issue. 
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able at cost in quantity lots. 


Every Morning, The Story be- 
hind the New York “Heraid Trib- 
une”’—Information Service, New 
York “Herald Tribune,’ 230 West 
41st Street, New York 18, N. Y.— 
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ferred dividend arrears through would work out to $38.70 a share. 
cash distributions. It is proposed|__ Both the “Nickel Plate” and 
to utilize not less than 20% of net) Wheeling & Lake Erie have been 
income remaining after sinking 401ng very well so far this year. 
funds and the regular $3 dividend | Despite the adverse influence of 
for the reduction of these arrears. S€vere weather conditions in 
Initially, two extras of $1.50 each €arly months and the subsequent 
were declared, payable July 1 and bituminous coal strike, the com- 
Oct. 1, 1948. With the Oct. 1 pay- bined transportation ratio for the 
ment arrears will be reduced to first half-year was more than two 
$81 a share points below the like 1947 in- 

oF terval, a much better showing 
On the basis of the strong earn- than that of the industry as a 
ings position of both of the prop- whole. On a pro forma basis 
erties and the highly favorable share, earnings on the preferred 
prospects over’the visible future, would have been close to $28 for 
many railroad analysts look upon the period. On a similar basis, 
the “Nickel Plate” preferred as they should approximate, and 
the most attractive potential in-| perhaps top, $60 a share for the 
come producer to be found in the full year 1948. 
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Predicts Federal Fiction and Facts on Wages and 
Deficit and Profits—An Answer to Mr. Murray 
Utility Convertible Securities Higher Prices | (Continued from first page) 


wages~in manufacturing indus-, with total corporation profits, Ob- 
In recent years utility companies have made increasing use of. “ : ‘tries only 11.0%. viously, to be fair, a comparison 
convertible issues in order to take advantage of the market popu-| (Continued from first page) | should be made of total wages and 
larity of such offerings, and to increase at some later date the pro-| gether with last spring’s cut in Tigures Failacious total profits because there were 
portion of equity capitalization as the securities are converted into income iaxes and the third round These figures are pointless on| many more workers in 1948. and 
commen stock: The idea of - ae—— ————| of wage increases, joined to un-| three major counts. First, the |More corporations than in 1945, 
low-priced preference common) of shares times market value).| derwrite the boom for the rest Of | selection of January, 1945 “as a Lastly,-the percentage of increase 
stock, used by Philadelphia Elec-| The amount of this premium is) this year,” Dean Cox predicted. | pase is totally unfair ‘because that|of corporate profits was, for the 
tric in its recapitalization several| indicated in terms of percent of| “The Federal government, which’ one month represents the peak of | year 1947 over 1945. It was com- 
years ago, was also adopted re-| common stock price in the last) during the first half cf 1948 took the wartime earnings of labor. |Pared with the increase that oc- 
cently by Public Service Electric! column in the table, Convertible! in more cash than it paid out, There was a steady increase from |Curred in‘two extreme months of 
& Gas. The new issue of Public securities which are selling only! will in coming months be paying | 1939 up to that month and there-| that period. -It seems, therefore, 
Service $1.40 preference common!a few points above parity or| out more than it takes in. Com-' after there was a decline followed that Mr. Murray’s figures indicate 
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is outstanding in very substantial) above their normal market level) merciai banks will slso be pay-| by a rise in 1946 and 1947, ex- nothing. : : 
amount—about $164 million in| (ex conversion privilege), are apt) ing out probably $2 billion more) ceeding the war record. Surely The fact in the case is that 
market value—but will probably| to enjoy such premiums, since the | to borrowers than borrowers wiil| nobody can, with reason, claim Wages, in the aggregate, and per : 
be largely converted into com-|holder has an “option” on the) be paying back to the banks. that the wartime peak is a fair Worker, actually rose faster than 
mon before the conversion parity | common stock. Thus Consolidated | “All of the foregoing factors criterion of proper wages, particu- the cost of living and that corpo- : 
is reduced in about 3 years. At| Edison 3s, at 107, are selling at! noint to » further rise in the dis-| larly in comparison with a con- yate profits did not increase to 
present the common stock is sell-|a price equivalent to 26%4 for the | ocanie income of consumers. trolled cost of living under the ,, rene ; 
ing about 2 or 3 points below| common stock, compared with the! oct of this increase will be| OPA. Secondly, a comparison is fantastic” levels. Selecting 1939 
parity, but recovery of normal current level of 23. As short-term | promptly spent but the quantity); made of average weekly wage _as a normal prewar year as base, ; 
earnings power and an increase} bonds without the conversion) 9; goods and services available | —____—__—__________——.... the figures are: 
in the common dividend rate to) privilege, they would probably | for purchase will nat rise pro- “% Increas2 1 
$1.80 seems possible within a year} sell around 103-104, Hence the) ,oitionately. The physical sup- oa ™ afr se ' 
; ' eG tor i ‘Hine ¢ 3 or 4| P2 AP phys SsUuP~ Cost of Living Index: 1939 1916 1947 1939-47 : 
er so, at which time the conver-| investor 1s willing to pay » Or 4) jies are limited by shortages oi “ saa . 
sion privilege would become more | points for a 15-year option on the | labor, of steel, of some raw ma-!| (1935-1939—100) -~.-------.. 99.4 139.3 159.2 60.2% I 
attractive. | stock—just as long-term Option terials, notably steel scrap, and of | Average Weekly Earnings: i 
Consolidated Gas of Baltimore | Warrants sell -. similar gee Ba dairy and meat animals. This; All Mfg. Industries_._______- $23.86 $43.74 $49.25 106.4 : 
created a novel conversion fea-|t ough currently he ag nothing combination of growing market c ti § Emo! e z 
ture for its bonds. They became |°" 4 subscription basis. | demand and limited supply pro- | eee Pa GS Enpee sees: i 
convertible July 1 but converti-| However, when _ convertible vides the basis for a fairly con-| Wages and Salaries in c 
bility was to drop from 161%| bonds sell at higher levels (keep- fident prediction that, in general, | Corporate Industry (million) $29,033 $71,188 $81,997 182.5% L 
shares for each $1,000 bond to 15|ing pace with the common stock both wholesale and consumer Coiserele Periitta: \ 
shares as soon as over half the, price), this premium usually dis-' prices will rise several percentage | ere seinen ee . Cc 
issue was converted. Since the| appears, since such bonds are) points during the next few All Industry (millions). ---- $5,005 $12,403 $17,436 249.0% v 
conversion was attractive, a little; more vulnerable on a strictly in-| months. wo } a 
ever half the issue was immedi-_ vestment basis, and hence buyers) «as always,” Dean Cox con- NOTE: All figures are from official U. S. Government sources. e 
ately converted on July 1. Other) are unwilling to pay a premium ¢inyed, “there are factors that ; n 
companies have not made use of | over the conversion parity. The | point in the opposite direction. |. The increase in the cost of liv--—— Me eM eS RES PI 2 
this particular method and in| high premium also reduces the! j., cevesal lines for the first time 18 f"0™ normal prewar was con- could be easily calculated even s 
most cases the conversion price! yield to the holder—particularly | |, naire manitidiannes have had | siderably smaller than the in- without adjustment for armed d 
remains the same during the life} the maturity yield—which is an-| to warehouse sistantial stocks of| ee? weekly wages paid. The forces and unemployment relief b 
of the bonds or for an unlimited| other reason for the lack of pre-| ¢jnished goods to wait for buyers workers certainly improved their that the average income per fam- t: 
time ith respect to preferred| Mium. ct sa ot - + the, | Purchasing power by a substantial ily equals or even exceeds the 
1e with resp oO preferred | ' =a i 'at current prices. Should these co tigate fae ed with oe ‘Sings. : . : 2 
stocks. | Some convertible utility issues goods fail to move this fall as an- wee as compared wi peace fair wes maze of Kee I oF phd sg 
it is unusual for the conversion | enjoy considerable market lever-| ticipated, an inventory crisis 7°" ee eae cost of life fc “ye is 
rate to improve. However, South-| age, as indicated in the second | could develop. The Truth About Profits pri ee country ee ee 
ern California Edison, having) = ros rp ig a. oe “In the industrial sector of the} The wages and salaries of all * 2 
aes a to — we aa /o a ae ge eg Faget tt Fdvances, | Construction field are some signs employees in corporate industry Labor’s Case Over-Stated ° nr 
ee eee ee ee a oe Pipette “| that physical volume may have jncreased 182.5% from 1939 to Most of the other figures in the b 
dijution in the event that an-/atter they reacn a conversion par-| passed its peak. The mortgage 1947. The increase in profits of article similarly omit important n 
ether issue was sold, had to raise ity. The stock is_ selling quite) market is tighter and some price corporations in the same period elements or twist the facts to give is 
the conversion rate from .80 share} reasonably in relation to current | cutting has occurred in a few a — a ge atte ‘ - ‘ T 
: OU s pen b - | 3 was 249.0%. So on the face of it the impression that the American 
to .84 share at the time it issued | re co to aa * "S| areas for both old and new houses. there is some reason to claim that worker is underpaid and that his Je 
sates S.00% preferred. | Sividend aa of "an po “hich | Lae prospective demand for cot- 1947 profits were, if not “fabu- standard of life is low and is even al 
egg oa gio <ong Ne pees | appears ious to tee hecawener's| on 1S = promising at legge Sor lous,” at least higher than compar- going down. It would be pointless ti 
t: ecause e fac : antin = . yrices. umper crops may fur- . sati : rorkineg , ; ; i 
fis stock sells at a high level, has heavy cash needs for its construe-| ther weaken the price of grains. people. However, that figure is statements specifically since we i 
used the device of including a| ti0n_ program (former dividend | Some of the many families with! not fair because corporations all know of the good things of life ; 
cash payment in the conversion 'estrictions have now been eased).| fixed incomes are exhausting! throughout the war period paid that are constantly and increas- : 
privilege. Thus the owner of a| ve =. ee aan | both their savings and_ their high excess profits taxes and were ingly flowing to the public at 
$1,000 254% of 1961 must turn in| #9gtand Gas vtectric 4.99 © | credit. But these factors in the restrained from raising prices so large in such numbers that they 
his bond with $500 in cash in or-) preferred also thas considerable| aggregate are less impressive that their profit through 1942-45 must reach everyone to some de- m 
der to obtain ten shares of stock, | Price agin. 5 since it could | than those that point to further was relatively lower than income gree, It is not necessary to estab- pe 
Thus the company improves its) °Tetically move 7 points for each) jnflation,” the University of Chi-| of wage earners. In 1947 they were | lish that we have reached the pe 
cash position as well as its equity | Bt ae - the ee Ore cago educator concluded. only meking up for the relative highest general standard of life o! 
ratio when the exchange is made. | ne sein en ea Ty to 13 - loss through the war helped by known in history and that it is in 
Ll *} £ je rice is t it— | vias A c u , t ’ C v ‘ ¢ >Y Pap a is iss ; ¥ . 7 mres totin . ; 
as dates atuinae deta tile before the conversion privilege) Two With C.E. Abbett by°mr. Murray. Perret te | aor hcl kere eae P 
ity, although in these days of| will vieied ise ue. ; | (Special to Tue Frvanctat CHRonicte) 1947 had a nonrecurring inventory The foregoing deals with Mr co 
heavy cash requirements resort) While offerings of convertibles| LOS ANGELES, CALIF.—Louis profit of $5.075 billion out of @| Murray as the ieee of union in 
might well be made to this}; Were more numerous last year, H. Romey and Frederick C. Moore total of $17.5 billion. Since such | labor po spel a station de- & 
method. |than thus far in 1948, it appears| ye “er commaeee With >. E. gain occurs only when the prices! manding due respect, but it is ob= fi 
As indicated in the accompany-| likely that some new issues will} gy Se ee ee Ee so anaes gcc, tomyblnie agin vious that his statistics are hardly sh 
ing table, most convertible utility be forthcoming over the balance| with William Wolters Praca. 1 Sd be altos sgl o> ap the age ge ood ope reliable and that he somewhat = 
securities are selling at a premium | of the year, as several companies! Co. Prior thereto he was Los An-| base permanent wage increases on ais dalane tig bao —s ieee : ag 
as compared with the value of| are reported considering this type| eles manager for Protected In-, temporary inventory profits. In the article Mr. meen no 
the conversion privilege (number' of financing, vestors of America. Much is made of the fact that @!so an deggie pena sh 
© Stock a the Labor Bureau had calculated corporations, controlling interests, po 
Cents Musi Bartling Adds Overton that in June, 1947, a budget for a profits, dividends, monopolies and th 
onv yain : _ . : P 
Dhesus An into Price to Pavel (Special to THe FINaNciaL CHRonicte) family of four in certain large so forth. He overdid the attack as | 
Listed “(Mill.) eee ee a ee ees —. a” a. 9 eeas LOS ANGELES, CALIF sors cities calls for an expenditure of much as the defense of his side. th 
O $11* Pub. Serv. of Ind. 234. 1962 10915 on , 3 ree Ralph W. Overton is with Bartling $3,000 to $3,458 annually. This is | di 
" Se : » 2, oe ve r Sap “o|& Co., 650 South Spring Street.) . bak aia dead : Corporate Make-Up f tic 
S 278 Amer. Tel & Tel. 234, 1961 105 + 151 3 |In the past he was with Palmer | COo™Pared with the weekly earn- It 
S 227 Amer, Tel. & Tel. 234, 1957 110 t 151 8 | Miller Hs Co ‘lings multiplied by fifty-two or) It is necessary to make it clear lus 
O 7* Pub. Serv. of Colo. 3, 1962 116 30 39 pal patna | $2,730 proving that wages are in- | What the targets are, otherwise we du 
O 8 Cons. Gas of Balt. 2%, 1962 104 15 63 10 seer at of de te t tntai fair stand- would be talking cliches, most of Jar 
Ss 57- Consolidated Edison 3,1963 107 40 23 «ol Chactes Bee Mie 2 es. wae ce ee res 
S 6 Laclede Gas 4%, 1963_____ 107% 160 534 17 (pecel to Tan # C , {ard of life. This again is statisti- | which have completely lost their <li 
Ss 11 Virginia Elec. 3%, 1953--_ 109% 60 17 7 MOTT MIC? Behe 7 cally incorrect for a number of meaning by the changes in our 
, sii DETROIT, MICH. — Robert D. to 
———Convertible Pid. Stocks McMillan has been added to the | 'easons. There is more than one economy In the past 50 years. wo 
Cc 41 So. Cal. Edison 4.48% -_-_-_- 27 84° 29% 9g |staff of Charles E. Bailey & Co., worker per family of four in this First, what are corporations and Mc 
c 20 ~=So. Cal. Edison 4.56%_____ 28 92 2914 4 Penobscot Building, members of | country now. In June, 1947, there Who owns and controls them? Our a 
O 8* New Eng. Gas & Elec.4.5% 92 7 11 20 | the Detroit Stock Exchange. were 60,055,000 civilian employees corporate enterprises are now or 
. - oO / y . 
O 10 General Telephone 4.4 Jo. 49 1%; 24 53 (excluding armed forces and un- owned by the American people su 
O 2* Calif. Elec. Power 5.5%--. 21 2% 734 9 . : 7 ; ale , ; - 
S 20 Phila, Elec. $1 Pref. Com. 23%  §%4 23 17 | 1 Wo With Herrick Waddell employed). This divided into probably as widely spread as our vo 
Ss 164 Pub. Serv. E. & G. $1.40 a pie (Special to THE FINaNcIAL Guesny 142,000,000 population indicates | union labor. This is partially in= be 
Pref. Common --..--..-- 27 11.1 23 7 B a pe Da ane er . ‘that in a family of four there were | dicated in the fact that our very flo 
S—Stock Exchange. C—Curb Exchange. O—Over-the-counter or out-of-town Mile y fH wremataeg A ane ‘ed th ‘' at least 1.7 gainfully employed. largest enterprises have about as : 
exchange. “Original amount issued. +Ten shares for each $1,000 of debenture plus Ps 0 ° rege have joine nl : ari } stockhold th do em=- rude 
$500 cash. {Ten shares for each $1,000 of debenture plus $400 cash. §To June 11,| Staff of Herrick, Waddell & Reed, | Taking total wages and salaries caey OCs Oe aay fac 
1949; thereafter %. To June 30, 1951; reduced thereafter. Inc., New York City. | paid in 1947 of $105,000,000 it | ployees. For example, here are dit 
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the data for 10 large companies | 


selected at random: 


No.of Em- No. of 

{ ployees  Stock- 
holders 

Consol. Edison_. 33,304 158,000 
eee ee 75.945 91,201 
Bethlehem Steel_132,557 81,836 
Am. Tel. & Tel._663,089 723,374 
General Motors__375,689 436,510 
General Electric_197,324 249,440 
Standard Oil of 

ft Sea 123,000 171,000 
Penn. Railroad__148,521 213,581 
Sears, Roebuck__105,230 92,682 
Woolworth ____ 67,000 79,906 


(As taken from 1947 annual re- 
ports. ) 

These stockholders individually 
are mostly people of moderate or 
small means and the shares they 
own are in small quantities. As 
an example, of the 228,467 stock- 
holders in U. S. Steel, 101,494 
were women with 90,893 men and 


18,037 joint accounts. Then there | 


were 1,451 charitable institutions, 
189 insurance companies, 13,046 
trustees, guardians and estates, 


and 1,671 brokers, nominees, etc. | 


These latter groups, in effect, rep- 
resented additional thousands of 
individual beneficiaries. The 
single holdings were preponder- 
antly small and nearly 90% owned 


| Then we come to the profits, 


|He implies that profit in itself is 
something unsavory and keeping 
'it down by paying it out to labor 
would be harmless or even good. 
| According to his economics higher 
| Wages are a panacea of all eco- 
'nomic ills and are more important 


than the better plants and profits | 


|of the corporations. 


| The Truth About Profits 


| The fact of the matter is, which 

|does not need any statistical 

‘proof, that the higher profits go 
hand in hand with higher wages. 
The companies and_ industries 
which report big profits are in- 
variably the ones that pay the 
best wages. Mr. Murray would 
like to kill the goose that lays the 
golden eggs. 

| 


The profits which are “unneces- | 
sarily” retained by the company | 
for reinvestment are his particular | 
target of attack. This is contrary | 
to the historic fact that the reason | 
of great growth of this country’s | 
industry lies in the American | 
corporate habit of retaining about | 
40% of reported net income for. 
reinvestment in the business and| 
for expansion. It is sufficient to | 


point out the backwardness of the | 








| tices were different. 


needed today when plants to be 
_efficient must be of tremendous 
size that require capital in astro- 
nomic figures. It would be impos- 
sible for a company to raise capi- 
'tal from a bank or insurance com- 
pany, as Mr. Murray suggests, if 
it weren’t for the fact that the 
retained profits provide a credit 
| base needed for the protection of 
the lenders which again in the 
final analysis are most of the peo- 
ple. Curiously, Mr. Murray rec- 
ognizes the need of capital invest- 
ment in better plants and more 
production, but when it comes to 
raising the necessary capital, his 
thoughts are vague and indirectly 
suggest that Government should 
do it by some new kind of con- 


| trol. 


Labor’s Gain From War 

In order to understand what 
happened to the stockholders as 
against wage earners it is of in- 
terest to show how “fantastic” 
profits of recent years were and 
where they went. The following 
table will show that labor in gen- 
eral has obtained more out of the 
war than the “capitalists” and that 
it hardly has a valid claim for ad- 

















The retain-| ruthlessly rooted out. Fortunately, 
| the big bad wolf of Mr. Murray.;ment of profits is particularly | very little of it is now left in our 


economy except for the develop- | 
‘ment of monopolies of labor which 
are just as destructive as those in 
| business and exact as much tribute | 
from the people besides interfer- | 
‘ing with the normal cleansing 
| processes of competitive eco- 
nomics. 

Looking at this whole problem 
from a different view than just as 
a struggle between capital and/ 
labor, the recent process of higher 
wages, profits and prices is in ef- 
fect one of lowering of the value 
of the monetary unit. It is an 
indirect tax paid by all those who 

|have fixed or slowly adjustable 
'dollar incomes. It also is a direct 
| capital tax upon all accumulated | 
| savings of the people, particularly 
| savings bonds, bank deposits and 
insurance values. So when strongly | 
unionized labor forces its wages | 
up it actually takes this gain tem- 
porarily out of the well-being of | 


(Continued f1 





| manent. 


The New Selective Service Law— 
A Peacetime Draft 


nonunion people. This culminates 
in the economic anomalies such as 
when a highly and expensively 
trained white collar worker earns 
less than a bartender or truck- 
driver. Of course, usually in time 
it all equalizes itself except in 
the cases of union monopolies 
where the disparity may be per- 
In addition, insofar as 
the higher costs are frozen into 
the economic life, as most of them 
will be, a direct slice is taken 
away from all those who have 
fixed money incomes and prop- 
erty. This is really the crux of 
the whole matter and not the dis- 
pute whether wages or profits are 
too high. Both labor and corpo- 
rations are a part of a larger pat- 
tern and when unions in collusion 
with corporate management and, 
sometimes, Government, raise 
wages and, inevitably, costs, all 
three act against the community - 
=< whole because it pays the 
ill. 


—e 


‘om page 13) 





jess than 100 shares each. NO in- British industry where the prac- | ditional benefits. who are in high school and those; making it pcssible to induct if 
dividual owned as much as 1% of | under 20 years of age and making | enlistments failed. 
U. S. Steel stock. Total Wages satisfactory grades are likewise| Obviously, the Act would net 
It is true that there are dupli- — by Total , deferred until they either fail or| have been passed if enough men 
cations and that a number of rivate Corporate Divs. | become 20 or graduate, whichever | could have been secured to fidl 
wealthy individuals classifiable | isin meg f a Paid | one of the three wins the race. | the vacancies in the armed forees 
as capitalists are included. How-|" j997 7° | $29 814 — $4 a? $4,693 So there are large groups of| to the strength that Congress con- 
ever, there are alsoa much greater; j999 "700 26 520 2'042 3'195 | People who are not available, and | sidered necessary, Therefore, I do 
number of “widows and orphans”) j999 ~~ 7777 29033 4821 3 5 | the only offset to that is that the| Mot believe there is any use of 
and pensioners holding a few| j949 _ ~~~ 7777777777777 39 07: 6213 3-796 | demands for men are not large| Predicting that enough men are 
shares and to whom they are the; j94; _- 777 777777 40 964 9155 tag, | When you consider what the de-| 89Ing to enlist even under the 
difference between some well-| Re ee ee ee ee sade — °° | mands were during the war. | a 4 eS ee - 
“i - q oni , : number s 
being and or So —s =, | Average annual ___---___- $31,681 $5,759 $4,040; We inducted, or enlisted, as| 6 <b eden, he igs pee: Ae 
tacks corporations one In many as 653,000 in one month 
also attacks interests of a lot of) Total Wages during 1942, This year the pre-| though perhaps not very large. 
small people and not only capital-_ Paid by Total |dictable vacancies caused both by | [he college question solves itself 
ists. | dn Corporate Divs. | discharges or by raising the forces | completely until next year: Them 
The profit shite - Industry Profits Paid | tota] 900.000. S a from a\ ere will have to be considera- 
profits and dividends go : ae otal ; , o you see, m mr hee ne ee tl 
all these people. To the retired | Wr: (Millions of Dollars) uality basis our job is very small, #07 siven to what type of indi- 
all these peop a : ss A peeen I a ek $53,149 $9,208 $4.297 | a , +i gre 4 . the. fut ‘th at | vidual we can afford to defer 
men and women he dividends nay RR es 65.409 10,125 4.477 ut offset ited tnat a th ihe _ from service in order to continue 
be construed as delayed aed ee es 69.431 10.515 4.680 | the pool mt — ane . + ag cet | his education. The same thing is 
ments so a large part of div ee, BREE secon ee. Pee 66.721 3520 4.720 aos aicoaine o- a pr ‘hea {| true of jobs. We are going to have 
is really comparable to wages. aoe side ciao — direc nA _ ef _— ig a. to make up our minds some time 
The income tax laws penalize the} Average annual __.______- $68.428 $9.592 $4.544| Will cause the a erment Of @'| before next January on the dif- 
large holders whose net income, | coslanuiaiitie tek kas sitadsenadedt Fete Sgt Ryne great many people, ferent sorts of jobs that are im- 
fter taxes. is actually only a frac- ncerease over prewar__.. 100.1% 66.5% 12.5% | _ ; : is oe : 
al es ee a 2. | Employers Should Not Be Under portant enough to cause the gov- 
tion of face amount of the divi- Total Wages | Too Many Anxieties -ernment to withhold from indue- 
dend check, depending upon the | Paid by Total es ee , ; Ah tne tion those individuals holding the 
size of their income. | aa Cocmueote Divs. yes Be Bren Th 5 Prem should jobs. I don’t believe that there is 
, ; . ndustry Profits Paid tee. wean anviating | any cause for anxiety -now, re=- 
The a of nae ate and | Postwar: (Millions of Dollars) nes ee ago lisa membering always that this is a 
Managemen & Bee $71,188 $12.403 $5,605 | at least wre tl itines lit ms peacetime law. It was set up to 
The controlling interests and/ 1947 ___________________.. 81,997 17,436 6,800 | Caster eee: wee the probler, but Produce a limited number of men, 
managements of the larger cor-| nem scnasnidinneanies you do bocgpullaeewttes en pro veep It was set up to produce men to 
porations are almost exclusively; Average annual --------~- $76,543 $14,969 $6,243 you have a are mer oe ag a °" | save the peace, not to gain victory 
paid executives hired to do the job | Increase over prewar_--. 141.2% 159.5% 54.5% | veterans in Wiis COUNTY Shat AFC) ster peace was inet 


on a par with Mr. Murray’s be- 
ing employed by the union. 
practically all big corporations 
their personal ownership in own 
companies is infinitesimal. For 
instance, in American Telephone 
& Telegraph all directors and of- 
ficers together own only 10,700 


shares or less than 1/10th of 1% | 


of the stock of the company. 
Therefore, when one talks of man- | 
agement and directors one should | 
not confuse them with owners and | 
should realize that they are not) 
pocketing the “fabulous” profits 


their companies are making. 


As to control, it is true that} 
there is a large interlocking of | 
directorates and cross representa- 
tion of various banking interests. 
It is not for the purpose of col-| 
Jusion and monopoly. It is simply | 
due to the fact that bankers are | 
Jargely in a fiduciary position rep- 
resenting their own depositors and 
clients and they are on the board | 
to protect those interests. In other 
words, they represent all people. 
Most corporations, in addition, | 
like to have names of top men on | 
their boards because of prestige | 
or credit position and because} 
such men are obviously valuable | 
in the position of policy making. 





In| 


| The total 
gainfully employed during the 
war were 100.1% above the pre-| 
war annual average. The profits 
of the corporations were only 
66.5% higher. The dividend pay- 
ments were 12.5% above prewar. 
In the two postwar years the 
labor continued to receive more 
but corporations profits in the 
two years went up somewhat 
faster. Dividend payments con- 
tinued to lag far behind. 


It is clear that workers received 
a greater share of the war gen- 
erated prosperity than the corpo- 
rations or stockholders. In the 
four years labor collected a total 
of $127 billion more than the 
1937-41 average would suggest as | 
normal. The corporations earned 
$15 billion more while stockhold- | 
ers received only $2 billion more. | 
In the two postwar years the rate 
of increase of corporation profits | 
was faster but the new gain did | 
not provide as much, relatively, as 
the amcunt that labor gained in 
cash and savings through the war. 
The stockholders, of course, con- | 
tinued to get relatively and abso- 
lutely the “short end of the stick.” 


In any economy it is inevitable; The distinction between the in-| 


that capable and experienced men | 
float like cork to the top and are | 


fact that there is interlocking of 


come of corporations and the | 
stockholders may be open to at- 


| tack because the retai arnings 
sought after. Therefore, the mere | ac ecause the retained earnings 


of corporations theoretically bel- 
‘long to the stockholders. How- | 


directorates does not necessarily | ever, these profits when plowed 


mean skulduggery. 


| back into the plant are not hoard- | 


| mostly 


| dends. 


Source: U. S. Department of Commerce. 


wages paid to thes— 
|ed but go immediately into the 





economic stream benefiting every- | 
The little | 


one, labor primarily. 


long-range, 


_that stockholders get out of it is | 
because the | 


stock prices do not increase by | 
the amount of retained earnings 
‘tions are those who are actually | 


as they theoretically should. In 


fact the extremely low valuation | 


of the ‘“‘fantastic” profits of corpo- 
rations by the stock market clear- 


| forces. 
| was before. 


ly points to their illusory and im- | 


permanent nature. 


It.is evident, therefore, 


_Guard; we did not register those | 
that | 


American labor (after taxes) re-| 


received a better share of war 


profits than the corporations. The 


stockholders definitely were given 
proportionately much less in divi- 


postwar years the rate of increase 
of corporate profits was slightly 
faster, but pointing to the poor 
year of 1938 when profits declined 
51%, while wages went down only 
11%, shows that corporations have 


'much less assurance of stable fu- 
_ture profits than labor. 


It is the 
corporate profits that will in- 


'the inflation is arrested and re- 


versed. 


Menopoly 


The only point of attack on 
which we can agree with Mr. 


Murray is that upon monopoly. It | 
is one thing that sets a dead hand 


upon economic life and should be 


It is true that in the two | 
‘main in the forces, the reserve | 


available so far as this Act goes) 
for anything that has to be done.) 
You are going to have those who | 
have dependents and you will 
_have others who are fit to carry | 
on jobs that have been rejected | 
|and will be rejected in any future | 
call for men, 

Every man between 18 and 25) 
must register. The only excep-| 


on extended active duty in the | 
This is different than it) 
Before, we did not 


register those in the National | 


in the Naval, Marine Corps or the | 
Air Force Reserves because they | 
were considered to be in some) 
form of service and were not) 
registered. This time they must) 
all register. They are liable for | 


registration. So long as they re-| 


'components of it, by and large, | 


are deferrable. There are some) 


possible exceptions, or perhaps | 


some places where they will be 
called. 

Now, having looked at the basic 
number of people, we have con- 


‘sidered 900,000 as the total num-| 
evitably take the biggest cut when | 


| 30% 


ber of people that must come into 
the armed forces. Perhaps 20 or 
of them will be by enlist- 
ment; probably 40 or 50% by re-| 
enlistment, which leaves predict- | 
able a quarter of a million who)| 
will have to be inducted. I think | 
one of the purposes of the Act! 


was to create a situation that! 
,; would encourage enlistments by' 


I hope that America will be 
willing to give some small meas- 
ure of the support to maintain 
peace that she so generously gave 
to restoring peace once it had 
been lost. That has been our 
problem throughout our history—- 
our disinclination to do the things 
we had to do in order to save 
peace and then be perfectly will- 
ing to give all to regain it. 

EE OO 


With Marache Sims Co. 


(Special to THE FINANCIAL CHRONICLE) 

LOS ANGELES, CALIF. — Al- 
fred H. Ebert has become affibi- 
ated with Marache, Sims & Co., 
548 South Spring Street, members 
of the Los Angeles Stock Ex- 
change. In the past he was with 
Stephenson, Leydecker & Co. 








Joins Mason Earl Kight 


(Special to THE FINANCIAL CHRONICLE) 
LONG BEACH, CALIF.—Harry 
L. Lee has become associated with 
Mason E. Kight and Co., 116 West 
Ocean Boulevard. He was previ- 
ously Long Beach representative 
for Blyth & Co., Inc. Prior thereto 
he was with Blyth & Co. in Phila- 
delphia. 
ho 
With Swan, Stickley Co. 
(Special to THE FINANCIAL CHRONICLE) 
BIDDEFORD, MAINE—Joseph 
J. Salvas, Jr. has become con- 
nected with Swan, Stickley & Co. 
of Boston, 
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Miss Julia E. LaBonte, Execu- 
tive Assistant of the Harlem Sav- 
ings Bank, of New York has been 
appointed Chairman of the 
Women’s Committee of the New 
York Chapter, 
of Banking, for 1948-49, it was 
announced on Aug. 15 by George 
O. Nodyne, Chapter President and 
Assistant Vice-President of the 
East River Savings Bank of New 
York. Active in women’s banking 
affairs, Miss LaBonie at present 
is a member of the Executive 
Committee of Savings Bank 
Women. 
New York representative of the 
National Women’s Committee of 
the A.I.B. 


Eugene S. Northrup has been 
promoted from Assistant Vice- 
President to Vice-President of the 
Manufacturers Trust Company of 
New York, Harvey D. Gibson, 
President of that institution an- 
nounced on Aug. 17. Mr. North- 
rup is located at the bank’s main 
office at 55 Broad Street. Mr. 
Northrup was born in Kansas 
City, Mo., in 1905, and graduated 
from the University of Pennsyl- 
vania in 1937. He became asso- 
ciated with the Manufacturers 
Trust Company in 1931. During 
World War II, he served in the 
United States Navy leaving the 
service with the rank of Comman- 
der. Mr. Northrup is a graduate of 
the Graduate School of Banking 
at Rutgers, as well as a member 
of the Robert Morris Associates. 


% 


Charles A. iat {[, of Irving- 
ton, N. Y., has been appointed 
Vice-President anid Trust Officer 
of The County Trust Companv, 
which has its 
main office in 
White Plains, 
hm 2. ane 17 
other offices 
th rou ghout 
Westchester 
County, ac- 
cording to a 
statement re- 
leased by An- 
drew Wilson, 
Jr., Chairman 
man of the 
Board. Mr. 
Briggs as- 
sumed his new 
duties on Aug. 
16. For 16 
years he has been associated with 
Fiduciary Counsel, Inc.; becoming 
Vice-President and a Director of 
that organization. In announcing 
the appointment, Mr. Wilson said, 
“Mr. Briggs’ arrival will further 
strengthen the organization of 
The County Trust Company and 
will enable us io offer to the 
residents of Westchester County 
trust and investment advisory 
service second to none.” 





Chas. A. Briggs, II 


The Franklin Square National 
Bank of Franklin Square, Long 
Island, N. Y., increased its capital 
on Aug. 2 from $750,000 to $800,- 
000 by a stock dividend of $50,000, 
it is reported by the office of the 
Comptroller of the Currency. 


The First National Bank of 
Boston, Mass., announces the open- 
ing of two new Branches in 
Brazil at Rua 3 de Dezembro No. 
50 Sao Paulo, Estado ce St. Paulo; 
and at Rua 15 de Novembro No. 72 
Santos, Estado de S. Paulo under 
the direction of John G. Carriker, 
Vice-President and Edmund F. 
Munn, ae 


Frank L. ie taies has beer 


elected President of the Newton- | 


Waltham Bank and Trust Com- 
pany of Waltham, Mass., 


American Institute | 


She served last year as) 


by the. 





Board of Directors cf the institu- | 
tion. The Boston “Herald” of Aug. 
9, from which the foregoing is! 
taken, added: 

He (Mr. Richardson) joined the 
organization of the Newton Centre 
Trust Company in February of 
1903 when the total deposits of 


the bank were $553,609, and has 
served continuously, first as 
Treasurer and in !ater years as 


Executive Vice-President. During 
these years of service, the bank, 
now the Newton-Waltham Bank 
and Trust Company, has shown a) 
steady and _ substantial 
with deposits today of approxi- 


mately $50, 000, 000. 


i 


Harold T. Therkban was named 
to the post of Vice-President and 
Comptroller of the Industrial 
Trust Co. of Providence, R. L, 
at a meeting of the bank’s Ex- 
ecutive Committee on Aug. 10, it 
is learned from the Providence 
“Journal.” The same advices state 
that Mr. Thompson, who had been | 
Assistant Vice-President since | 


January, 1945, has been affiliated | 
with Industrial Trust since 1914, | 


first as bookkeeper, and from 
January, 1936, as 3 Audi tor. 


Land Title Bank and Trust| 
an- | 


Company of Philadelphia 
nounces the opening of a title of- 
fice at Market and High Streets, 
West Chester, Pa., with Arthur V. 
Grant as Manager. This marks the | 
seventh title insurance branch of- 
fice of the Land Title. 


Thomas Winter iii a] 


former Vice-President and Cashier | 
National Bank of | 


of the First 
Philadelphia died on Aug. 10. He 
was 91 years of age. Born in Eng- 
land, Mr. Andrew, came to the 
United States with his parents as 
a youth. His early experience in 
banking was gained in Austin, 
Minn. Later he entered the bank- 
ing field in Boston, but in 1899 he 
located in Philade!phia, where he 
became Assistant Cashier of the 
old Merchants National Bank of 
that city. The Philaceiphia ‘“In- 
quirer”’ of Aug. 12 reports that he 
was made Cashier in 1900 and in 
1907, when that bank merged 


with the First National Bank of | 


Philadelphia, he continued as 
Cashier. In 1920 he was elected a 
Vice- President. He retire d in 1926. 


Harry J. MeCaully who retired 
last year after serving as Vice- 
President of the Broad Street 
Trust Co. of Philadelphia for 25 
years, died on Aug. 4. He was 71 
years of age. Mr. McCaully, it is 
learned from the Philadelphia 
“Evening Bulletin’ entered the 


| banking business after graduating 


from Lawrenceville Preparatory 
School. He was a member of 
Fifty-Yéar Club of the Pennsyl- 
vania Bankers Association. 


Subject to the approval of 
stockholders, expected that in 
September, the Union National 


Bank of Donora, Pa., will become 
the Donora office of the Mellon 
National Bank and Trust Com- 
pany of Pittsburgh. The Pitts- 
burgh ‘Post Gazette” of Aug. 11 in 
indicating this said: 

“Richard K. Mellon, Chairman 
of the Mellon Bank, and Ben G. 
Binns, President of the Donora 
Bank, announced that the present 
directors of the bank will serve 
on an advisory committee to the 
new Mellon office. 


Howard O. Colgan, Vice-Presi- 


, dent and Cashier of the Donora 


institution, will serve as Manager 
of the Mellon office. Arnold O. 
Farquhar and Will R. Maurer will 
be Assistant Managers. Mr. Binns 


increase | 


' will be on the advissry Commit-| 


tee. 

As of June 30, the Union Na- 
tional Bank of Donora had total 
resources of more than $8,500,000. 

The Logan National Bank and 
Trust Company of New Kensing- 
ton, Pa., which, as noted in our 
issue of Aug. 5, page 517, has be- 
come the New Kensington office 
of the Mellon Institution, was 
| placed in voluntary liquidation 
effective sa 30. 


Ralph F. Bagwett aoe State 
Director of the Treasury Depart- 
ment’s U. S. Savings Bonds Divi- 
sion for Florida, has joined the 
staff of The Bank of Virginia at 
Richmond, as Director of Savings. 
He will have charge of the bank’s 
savings development program 
throughout the State of Virginia, 
working with all the present nine 
offices and the three additional 
offices that will open in Norfolk 
and Richmond in 1949. Mr. Bag- 
| well entered the service of the 
Treasury Department in 1942 as 
Director of Administration of the 
Defense Savings Staff, forerunner 
of the War Savings Staff, War 
| Finance Committee and U. S. Sav- 
|ings Bonds Division. As State 
| Dissector of the latter organiza- 
| tion, he had supervision through- 
out Florida of the Treasury’s 
peacetime program for the sale 
oe wv. &. Savings Bonds, with 
headquarters in Jacksonville 
While in Florida, Mr. Bagwell 
served as President of the Central 
Florida Council of Chambers of 
_Commerce and a director of the 
|Florida Commercial Secretaries 
| Association ete. 


Ata en suai held July | 
29, the Board of Directors of The 
United States National Bank of. 


Denver, Colo., elected Thomas M. | 
|Dines President and board mem- | 


ber, to succeed J. Howard Fergu- | 
| son, who resigned earlier in the} 








The campaign is dedicated to 
publicizing the benefits of the 
American way of free enterprise, 
and originated trom an_ idea 
presented by T. A. Dines, Chair- 
man of the Board and President 
of the Colorado Bankers Associa- 
tion, who feels that more effort 
should be directed toward selling 
democracy. There are no “com- 
mercials” in the programs—just 
a mention that they are sponsored 
by The United Stetes National 
Bank, with an institutional mes- 
sage regarding the irtimate rela- 
tionship between tiie American 
way of banking and the American 
way of living. The public rela- 
tions department of the bank, in 
cooperation with the Arthur G. 
Rippey Advertising Agency and 
station KLZ, are publicizing the 
series with an intensive promo- 
tion program. 


From the San inieatones ‘Chron- 
icle” of Aug. 13 it is learned that 
President James K. Lochead of 
the American Trust Company of 
that City has announced that di- 
rectors have authorized the sale 
of approximately 95,000 additional 
shares of the bank’s common 
stock. The advices in the ‘‘Chron- 
:cle” added: 

“Subject to the execution of a 
satisfactory underwriting agree- 
ment, this stock will first be of- 
fered for subscription to common 
stockholders of record Aug. 27, 
148, at $40 per share, at the rate 
of one new share for each four 
presently held. It is contemplated 
that transferable subscription 
warrants, exercisable at any time 
on or before 30 days from the 
| date of mailing, wil! be mailed 
|to common stockholders on or 
about Aug. 28. A quarterly divi- 


|dend of 50 cents a shure was de- 


| clared on the comimon stock, pay- 
able Sept. 15 to stockholders of 
record Aug. 27.” 

In its weekly bulletin of Aug. 7 


-month to become Vice-President t 


of the Republic National Bank of | 


France and the Monetary Fund 


W. Hall was named | 


Dallas, Texas. At the same meet- | 
ing Lester 
Executive Vice-President of the | 
Denver bank, and Raymond C.| 
Erickson was named _ Assistant 
Vice-President. Thomas A. Dines, 
father of the new President, will 


remain active in the United States | 


the by the Fund the following note is 


National as Chairman of 
Board: Thomas M. Dines, upon | 
graduation from Harvard in 1935 
joined the staff of the U.S. Nation- 


elected Assistant Vice-President, 


| 
| 
| 
| 


/agreed with the Fund,” 


al Bank. In January, 1939, he was | par values of other currencies in 


and in June, 1943, became a Vice- | 


President. He served in _ the 
United States Navy from June 30, 
1942, to Jan. 1, 1946, in the Amer- 
ican, European, and Pacific 


Theaters. At the time of his dis- | 


charge he held the rank of 
Lieutenant. Mr. Dines is Chair- 
man of the Board of Directors of 
the Livingston 
Bank and ae director of the 
Frontier Refining Company and 
the Finance Corporation. The new 
Executive Vice-President, Mr. 
Hall. came to the U. S. National 
in March, 1937, was elected As- 
sistant Vice-President in 194U, 
and Vice-President in January. 
1946. Mr. Hall served in the navy 
three years, and was discharged 
in January, 1946, with the rank 
of Lieutenant. He is Chairman of 


(Montana) State | 


/currency because the term 


| currency 
| ally 


| the 45 member countries. 


the Board of Governors of the 
Federal Reserve System reported 
that the American Trust Company- 
absorbed -on Aug. 2 the Solano 
County Bank at Fairfield, Cal., 
both State members. In connec- 
tion with the absorption a branch 
of the trust comnany was estab- 
lished at Fairfield. 


Directors of California Bank, 
Los Angeles, have e!ected John S. 
Hartwell and Darwin A. Holway 
Assistant Vice-Presidents, Frank 
L. King, President, has announced. 
A graauate of Harvard University 
and the Harvard Graduate School 
of Business Administration, Mr. 
Hartwell formerly held positions 
with the Manufacturers’ Trust 
Company and the Federal Re- 
serve Bank in New York. He 
served four years in the Navy 
during the war and after his dis- 
charge as Commander in 1946 
joined California Bank’s staff. Mr. 
Holway entered the bank’s em- 
ploy.in June coming from the 
Continental Hlinois National Bank 
& Trust Company of Chicago, 
where he was an Ass.siant Cashier. 
A graduate of Northwestern Uni- 
versity, Mr. Holway was a Major 
in the Army Medical Corps dur- 
ing the war. 

* Se 

William Heuer, Jr., has been 
elected Vice-President of Califor- 
nia Bank, Los Angeles, Frank lL. 
King, President, announced re- 
cently. Mr. Heuer was formerly 
Executive Vice-President of the 
First Bank and Trust Company, 
South Bend, Ind. 

Representing California Bank, 
Los Angeles, at the seventh annual 
Stanford Business Conference, 
sponsored by Stanford University’s 
Graduate School of Business at 
Palo Aito, July 19-23, were R. A. 
Reid, Vice-President, J. W. Fromm 
and C. F. Schwan. Assistant 
Cashiers. 


(Continued from page 9) 


is no longer  offici- 
recognized by the Inter- 


| national Monetary Fund and. by 


In the 
Schedule of Par Values published 
France: 


| made for “No par value 


while the 


gold and dollars are listed in the 
table. This listing it not without 
importance. It is the symbol of the 
international status acquired by 
the currency; it is something like 
the recognition of a government 
by the diplomatic corps. In a field 


|' where psychological factors are of 


such importance no country can 
afford to disdain this listing. 


When one remembers the inter- | 


minable discussions at Bretton 
Woods in order to avoid the ex- 
pression “initial par value” of a 
“ini- 


| tial’ might suggest a subsequent 


change of the par value and thus 
discredit the currency, one is as- 
tounaed to see that the represen- 
tatives of France have permitted 
events to arrive at a point where 
this infamous note became inevi- 


| table. And in the case of the ini- 


the Savings Bond Committee of | 
the Colorado Bankers Association. | 


Mr. Erickson joined the staff of 
U. S. National in 1923. In Decem- 
ber, 1944, he was made an As- 
sistant Cashier. During his time 
at the bank Mr. Erickson has 
studied at the University of Den- 
ver School of Commerce, and had 
since been enrolled at the Gradu- 
ate School of Banking at Rutgers 
University, from which he was 
graduated last month. 


“Enterprise Unlimited” is the 
title of a series of weekly 15- 
minute radio programs’ which 
were inaugurated by The United 
States National Bank of Denver, 
Colo., at 8:00 p.m. on Aug. 1, on 
station KLZ. This is part of a 
double-barreled camneicon veing 
radio and newspaper advertising. 


tial par value the term would have 
applied to all the currencies 
while now this term concerns 
France alone. Under these condi- 


tions, how could this devaluation | 


be carried out under favorable 
auspices? 


In the third place, France has) 


| been refused access to the Fund’s 
| resources. 


From now on she can 
buy neither dollars nor pounds 
sterling. This is a considerable 
material loss, because heretofore 


' we could have obtained up to $130 


million each year (up to a certain 
ceiling). 
is left unturned in order to obtain 
dollars, it seems rather curious 
that a source of such a magnitude, 


| 


without any condition, has been 
renounced. In order to realize its 
magnitude, it would be well to 
remember that the gigantic oper- 
ation of requisitioning French as- 
sets abroad required the assist- 
ance of numerous _ authorities, 
many formalities and consider- 
ably detailed work and ‘is alleged 
to have been brought only $150 
million, while the Fund’s dollars 
could have been obtained at a 
single stroke and with one signa- 
ture. Moreover, the operation for 
the recovery of this capital could 
be effected only once, while the 
possibility of purchasing dollars 
from. the Fund may be repeated 
each year for approximately four 
years. A great number of tourists 
are expected, and this requires a 
great deal of preparations; how- 
ever, even under the best of cir- 
cumstances, American tourists will 
bring us about $100 million, at the 
most, that is, three-fourths of what 
had been sacrificed by disregard- 
ing the Fund’s opposition. To put 
it differently, the resources in 
dollars sacrificed by the Schuman 
Government could have permitted 
40 million Frenchmen to obtain a 
supplementary daily ration of 200 
grams of bread for four months. 
This, in concrete and human terms, 
is the meaning of the expression 
“to lose access to the Fund’s re- 
sources,” 

Thus, morally and materially, 
the disregard of the Fund’s objec- 
tives proved to be expensive for 
France. However, the sacrifice of 


honor and bread would have been 


acceptable if the purpose had been 
to avoid still greater sacrifices or 


|if the advantages would have ap- 
| preciably compensated for the loss. 


At a time when no stone | 


We shall see presently that, in 


| fact, France was not successful in 


reaching an agreement with the 


_International Monetary Fund be- 


which could have been used al-| 


which 
granted 


and 
be 


automatically 
to 


most 
necessarily had 


cause of sheer misplaced obsti- 
nacy and unjustified haste, since 
no appreciable differences existed 
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between her point of view and the 
Fund's. 


Agreement Reached on the 
Essential Points 


It has been well proven that the | 


Monetary Fund was not opposed 
to a ehange in the par value of 
the frane in terms of gold and 
foreign exchange. In an official 
press release, Mr. Gutt, the Man- 
aging Director of the Fund, said 
that “the Fund agreed with the 
French Government that a change 
of the par value of the franc was 
necessary and indicated that it 
Was prepared to concur in a de- 
valuation of the franc to a realistic 
rate.” The Fund was not set on 
a given rate and there was latitude 
for a possible agreement. The 
Fund was prepared to accept al- 
most any rate between 200 and 
300 francs per dollar, although it 
could have given wise advice con- 
cerning the choice of a rate be- 
tween these two limits. Therefore, 
it would be untrue to say that the 
Fund defended an “apparent sta- 
dility.” 

Moreover, the Fund was _ not 
oppesed in principle to a free 
market for convertible foreign ex- 
change (dollars-escudos) with a 
certain margin of fluctuation. The 
Fund’s directors and experts did 
not ignore the difficulty of fixing 
immediately a new par value “ne 
varietur” and they would have ad- 
mitted a transitional stage during 
which an equilibrium rate would 
have been sought. Mr. Gutt has de- 
clared that “the Fund gave care- 
ful consideration to the proposal 
to establish a market in converti- 
ble currencies ... the Fund had 
no desire to be rigid or doctrinaire 
in the examination of the present 
situation. ... The Fund explored 
various alternatives designed to 
meet as far as possible the ob- 
jectives of the French authorities.” 
This more or less displomatic lan- 
guage means that the Fund was 
not opposed to the establishment 
of a free market; but that, since 
the French proposal included cer- 
tain unsatisfactory terms, the 
Fund suggested certain modifica- 
tions. (We shall see further on 
what these “unsatisfactory terms” 
were.) 

The system proposed by France 
comprises, as everybody knows, 
multiple exchange rates for vari- 
ous types of operations; an official 
rate for essential imports, a free 
rate for the repatriation of assets 
and dollars and for tourists, and 
an intermediary rate for exports 
from the dollar-escudo area. The 
Fund is not opposed in this case 
to the establishment of multiple 
exchange rates for various types 
of cperations. In this’ respect 
France’s position was sound, since 
during the postwar transitional 
period member countries have the 
right to adapt to circumstances 
their system of exchange restric- 
tions (the occupied countries are 
even permitted to establish new 
ones). The establishment of mul- 
tiple exchange rates for various 
types of operations is classified 
normally under exchange restric- 
tions. Moreover, the Fund has al- 


ready acquired extensive experi- | 


ence with multiple exchange rates 
which are being appiied not only 
in Italy but alsc/in almost all Lafin 
American countries. The Fund has 
already approved a certain number 
of arrangements of this type and 
has not intended for one moment 
to prevent France from applying 
such a system. 

As far as the freedom of the 
gold market is concerned, it would 


appear that, according to the text) 


of the agreement, the Fund has 


no authority whatsoever to raise | 


any objections as long as the coun- 
try itself does not purchase gold 


at a rate different from the of-| 
ficial par value. Probably the) 
question has not even been raised. | 

If, then, the Fund agreed in| 


principle on the devaluation, on 
its rate, on the free market and 
on multiple exchange rates, where 


was the difficulty and why has 
the French Government inter- 


ceeded unilaterally with the mone- 
tary reform and incurred the 
moral and material consequences 
which we have shown above? 


The Point of Disagreement 


The system proposed and finally 
adcpted by the French Govern- 
ment had to result in different 
rates of exchange for different 
countries. Since certain currencies, 
and especially the pound sterling, 
could not be traded on the French 
free market, the dollar (and the 
escudo and ultimately the Swiss 
franc) was bound to be quoted in 
frances on this market at such a 
rate that, in relation to the franc, 
the dollar and the pound would 
acquire a value different from 


their official inter-relationship, 


Indeed, the rate of the dollar 
on the free market has settled at 
305 francs. At the same time the 
rate of the pound sterling at the 
Foreign Exchange Office is 870 
francs. In terms of francs, the 
relation between the pound and 
the dollar is therefore that of 
870/305, which would mean that 
in France for certain types of 
operations the pound sterling is 
worth theoretically $2.88. England 
could not accept even by impli- 
cation or indirectly a rate of $2.88 
per pound sterling while the of- 
ficial par value declared by the 


| Fund for the pound sterling was 


$4.05. England defends vigorously 
the stability of the pound sterling 
because she knows very well “that 
a devaluation of the pound ster- 
ling would reduce the receipts de- 
rived from exports without in- 
creasing the valume of exports” 
(British Official Communique) 
and she does not wish that in a 
place as important as Paris a re- 
lation between the pound sterling 
and the dollar different from par- 
ity should exist even in clande- 
stine transactions. This was the 
reason for Sir Stafford Cripps’ 
sudden trip to Paris on Jan. 23 
and for British opposition on the 
executive board of the Interna- 
tional Monetary Fund to the 
French system. 

The opposition was based not 
only on reasons of a purely formal 
nature such as prestige, although 
these reasons are valid enough, 
but also on certain practical and 
inevitable consequences for the 
trade of Great Britain and for her 
dollar supply. 

Under the present French sys- 
tem, it is advantageous for French 


businessmen to buy goods in Eng-| 


land and to resell them to the 
United States at a price in dollars 
lower than that established by the 
English, but which nevertheless 
permits a substantial profit. This 


is also advantageous for the, 


French economy which makes 
debts in sterling and receives pay- 
ments in dollars. Let us give an 
example. 

Durand buys merchandise in 
London valued at 100 pounds 
which is normally sold to the 


U. S. for $400. He obtains pounds | 


sterling at the Foreign Exchange 
Office at 870 francs per pound; 


therefore his outlay is 87,000 


francs. 
He can sell his merchandise in 


'New York for $370 (or even a 
little less). By selling these $370 


at an average rate of 2601 francs 


he gets 370 x 260 = 96,200 francs. 
| Consequently his profit amounts 
| to 96,200 — 87,000, i.e. 9,800 francs. 
France’s balance of payments is. 
|credited with $370 dollars and 
‘debited with 100 pounds. Eng- 


land’s balance of payments losses 
$400 and receives at best a claim 
in sterling on France for 100 
pounds. 


It is possible that the British 
Government has never specified to 
the French Government the pre- 


cise nature of its apprehensions. | 


Some general statements have 
been made concerning the danger 
to the British Commonwealth of 


a possible dislocation of the inter- 
national currency economy; it has 





1 Half of the sale is made to the 


Foreign Exchange Office at 215 francs | 


; et oe | and th th h 
rupted its negotiations and pro-| an e other half on the free market 


at 305 francs. 


‘also been said that the French 


plan threatens Great Britain with 


a loss of dollars if American im-| 
porters can obtain British cur-| 


rency at a better advantage on the 
Paris market. Furthermore, it has 
been said in almost incomprehen- 
sible technical terms that “French 
merchants could sell on the free 
market merchandise bought at an 
official rate.’ “There would be 
danger of a diversion of the flow 
of trade which would force British 
exporters to deal through France 
and would deprive Great Britain 
of the dollars of which she is in 
such a great need.” (Overby.) 

It is very probable that the gov- 
ernment acted in good faith and I 
am inclined to believe that it did 
not intentionally seek the results 
dreaded by the English, but that 
it was not aware of the full sig- 
nificance of the French plan in 
diverting from the sterling area. 
via France, exports intended fo: 
the United States and the result- 
ing effects on the balances of pay- 
ments. Perhaps it is a case of 
misunderstanding or lack of mu- 
tual understanding rather than of 
opposition. 


If, contrary to what I believe, | 
certain French experts actually | 
wished by means of a “trick” to} 
benefit the French balance of pay- | j 
ments and French importers and |} 
exporters by diverting exports | 


from the sterling area, we should | 


but at the same time recognize 
that this plan contained a Machia- | 
vellism not exactly consistent with | 
“fair play,’ and it was entirely 
legitimate for an organization for 
international cooperation to reject | 
such a plan. 


Whatever it may be, the Slee 


national Monetary Fund has not 


remained indifferent to the British | 
point of view. Mr. Gutt has said | 
that there would be ‘a risk of | 
serious adverse effects on other 
members of the Fund without be- 
ing necessary to achieve the trade 
objectives sought by the French | ¢ 
authorities.” (An esoteric language | 
continued to be used in accordance 
with the traditions established at 


Bretton Woods.) 


As we have already said, the 
Monetary Fund accepted the free 
market for convertible foreign 
currency and muitiple exchange 
rates. But then, on the assump- 
tion that the British objections 


had been taken into account, what 
would the system have been? 


The Fund would have agreed 
that financial dollars, i.e., dollars 
derived from the transfer of capi- 
tal and tourist dollars, i.e., bills, 
letters of credit or _ travelers 


checks obtained from American 
travelers, could have been sold on 
the free market. However, trade 
dollars, i.e., all funds derived from 
French exports to the dollar area, 
could not be sold on the free mar- 
ket. Dollars intended for the pay- 


ment of nonessential imports could | 


have been bought on the free mar- 
ket, as at present. That is what 
Mr. Overby, the American repre- 


sentative at the Fund, wanted to. 
say when he declared that: “the 
Fund was prepared to accept a 
fluctuating free market for invis- | 
ible transactions and for nones- | 


sential imports.” 2 


Was such a solution actually ac- | 
ceptable to the French Govern- 


ment? 


It permitted discriminatory rates 
of exchange between essential and 


nonessentail imports (or services) 


as applied in the present system 
and currently practiced in Latin | 


America. 


It permitted the repatriation of 
capital at an advantageous rate. | 
It permitted the promotion of 


tourism. It allowed for a period 
of adjustment during which an 


equilibrium rate would have been 


sought. 


Only one difficulty remained. 
The system acceptable to the 
Fund (i.e., and we must not for- 
get it, to an impressive number 
of nations) did not permit the) 
graiiting to French exporters of as | 


2 This confirms what we have said | 
above, namely, that the Fund is _ not | 
| Restive to a certain fluctuation of rates | 

| during a transitional period. 





as that desired 
by the French Government. With- 


whether it would be desirable and 
necessary to set for export dollars 


francs (and I could point out many 
objections to this), 
a system permitting these results 


believe that 


been wary einen to antes 





Cc eninge Office's 
export dollar 
ave been fixed at 2 
f we feared the 


buy’ ing rate ‘for the 
immediately 





loss in francs for | 
| herself of very valuable dollar re- 
which would have bought the ex- 


‘rived from essen- 
5, we could have 


import dollar 
tial imports at : 





List A (essential imports) 


—_ a — 


purchased on the free market. 


avoided the 


this direction 


give full credit to their ingenuity | that we must look for a solution 
conflict with 


be ——— wall the 


(Continued 


became fouy 
And suppose that during the same | 


four - year - old 
15,000,000 gallons 


The next year 
five-year-old 


weren't used 
it would simply 


ries are in a sound position. 

Poi National income has been ' will find its way into the pockets 
up steadily for 
it reached $202 billion, 
it is expe ccted this year it will be | 
at least $220 billion. 
reason at this time to look for 


and | riy eters, 


There is no | This 


As a matter of fact, some | 
estimates have been made that | 
the national income next year will 
top $230 billion. 
(4) Employment 
60 million level right now, and the 
defense plans of the United States | 


will undoubtedly increase this fig- | items: $218 million for bread. 


is above the | 


(5) The purchasing power of 
consumers was increased by ap- | 
proximately $5 billion through | 
the reduction 
/made effective this year. 

(6) There are indications here | 
-and there that the cost of living | 
may have hit its peak, or is just | 
about there. In other words, there 
seems to be reason to expect that | 
we will not see a repetition of the | 
great leaps and bounds that have 
characterized the price structure 
|'of consumer goods during recent 
In addition, the quality 
goods generally i 
means that | 


income taxes 


of consumer 

, getting better. 
the things you and I buy are last- | 
ing a little longer, 
this reduces the cost. 


and in effect | 


Effect of GOvernment Spending 
(7) With great outlays by the 
defense and for- | 
and with huge gaps in | 
consumer goods requirements still | 
it appears unlikely | 
‘that we will experience any sharp ' look of scund business conditions, 


government for 


to be filled, 


more profound analysis of the ef- 
fects of rates on internal prices, 
on the contraction and expansiesx 
of internal purchasing power, om 
the balance of payments, ete. 

In the final account, Franee’s 
violation of the Bretton Woods 
Agreement proved to be extremely 
harmful to her. It is infinitedy 
regrettable that our country cared 
so little for an international agree— 
ment, especially since, as Mr, Gut 
nas reminded us, France has con- 
tributed so effectively to the es 
tablishment of the Internationat 
Monetary Fund. She has deprived 


sources. She has undermined the 
international prestige of the france. 
Only genuine differences on the 
most essential points could justity 
her ignoring these inconveniences 
and her disregard of the Funds 
objections. However, the dis- 
agreement involved only a miner 
point and an agreement could 
have been reached by means #& 
certain technical arrangements. 
Probably excellent results could 


' have been achieved by a few more 


days of negotiation. 
It is up to the government te 


|resume patiently the study of the 


problem and the _ negotiations. 
There is no reason why a most 
satisfactory result should not be 
achieved within a reasonably short 


.|time. The directors of the Fund 
e must disregard, be-| and the great powers which they 
| cause of. its extreme eat eat represent will certainly help mus 
be} with their understanding, their 


wisdom an nd their good will. 


tam: Ahead in 
Liquor Industry 


from page 7) 


| reversal of our general economy 
next year. 

To give you an idea of what the 
future holds in regard to govern- 
ment spending for defense pur- 
poses alone, for 1949, I'd like te 
present the break-down. 

The Navy plans to spend $4,- 
767,000,000. The Air Force will 

put $3,943,000 into the economy, 
and the Army plans an outlay of 
$3,867,000,000. That makes $3 
| billion right there, and most of # 


| of shipyard workers, airplane 
textile employees and 
| the like. 


will continue in 1960: 


2 | Again taking only the item ef 


government spending for defense 
—the figure goes up to $16,700,- 
000,000, 

The United States plans te 
| spend more than $5 billion for Eu- 
ropean aid alone in the twelve 
months period ending April 3, 
1949. Here are a few sample 


grains, $75 for dairy produets, 
and $142 million for cotton. 


It is expected that it will be at 
least two years before the nation’s 
automobile manufacturers begim 
'to catch up with the demand, and 
this means thriving industry. The 
vast housing industry will cer=- 
tainly take at least as long te 


| supply the nation’s needs. 


(8) There was a story from 


| Washington recently on the m- 


crease in population in the United 
States since 1940. According te 
the Census Bureau, there are 13,- 
671,000 more people in the coun- 
try now than there were in 1940. 
Counting on no more than the 
normal increase in population, 
that means a new market, the size 


of Chicago, is added every two 


and one-half years. 

I noticed that in Illinois, the 
population had increased about 
5% sinee 1940. 

All these factors are certainly 
conducive to an optimistic out- 
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Bank for International Settlements 
—Its Functions and Prospects 


(Continued from page 2) 
ever be, a source of long-term 
loans; nor has it ever had any 
such functions as those assigned 
to the International Monetary 
Fund. 

The advantages ottered by the 
B. I. S. may be summarized as 
follows: 

(a) The B. 1. S. possesses un- 
der its statutes a high degree of 
flexibility and adaptibility, with 
a simple administrative organiza- 
tion which functions without 
great expense. 

(b) The B. I. S. has had long 
experience of European condi- 
tions in the financial and mone- 
tary field, and has intimate per- 
sonal contacts on technical ques- 
tions with nearly all European 
countries. 

(c) In the countries in which 
it operates, whether in Europe or 
in the United States, the B. I. S. 
can act only with the agreement 
of the central banks, which in 
practice means also of the respec- 
tive Treasuries, while its activi- 
ties (concentrated as they are in 
European countries) do not com- 
pete with, but are in fact comple- 
mentary to, those of the Monetary 
Fund and the International Bank. 


(d) Owing to its technical char- 
acter, the B. I. S. maintains close 
relatioins of trust and confidence 
with practically all central banks 
in Europe. 


Who Are B. I. S.’s Supporters? 

2. Which Eurepean' countries 
have been most interested in 
seeing the Bank for Interna- 
tional Settlements continued 
and why? 


Almost all the European cen- 
tral banks participated in found- 
ing the B. I. S. and have worked 
with the Bank for the last 18 
vears. The Governors of the Bank 
of England, Bank of France. Na- 
tional Bank of Belgium, Bank of 
Italy, Netherlands Bank, Swedish 
National Bank and Swiss Nationai 
Bank are members of the Board 
of Directors. 

Before the war, the Bank’s at- 
tention was mainly directed to- 
wards operations connected with 
the reparation annuities and with 
monetary consolidation in central 
Europe. Since the cessation of 
hostilities, its operations have 
been mainly with the central 
banks of western Europe. All 
countries of which the central 
banks are represented at the gen- 
eral meeting of the B. I. S. have 
expressed the desire to continue 
to make use of the Bank in the 
future. 





Did B. I. S. Help Hitler? 

3. What was the wartime history 
of the Bank for International 
Settlements? Many persons 
wendered why the Germans 
continued to make payments 
to the B. L. S. all through the 
war. What is the present role 
of Germany and Japan in the 


ments? 

Upon the outbreak of hostilities 
in Europe, in September, 1939, 
the whole problem of the con- 
duct of the Bank’s business dur- 
ing the war formed the subject 
of serious consideration. 

Great Britain and France 
(apart from Poland) were, at 
that time. the only belligerents 
against Germany. They were also 
the countries which had the larg- 
est interests in the Bank (es- 
pecially in respect of the long- 
term deposits made by their 
governments under the Hague 
Agreements of 1930) and it was, 
therefore, natural that the gov- 
ernments of these two countries 
should be expressly consulted by 


The following decisions were 
arrived at: 

(a) to suspend, during the war, 
all actual meetings of the Board 
of Directors as well as any as- 
sembly of the General Meetings, 
any necessary _ resolutions 
concerning accounts and other 
legally-required measures to be 
approved by correspondence; 

(b) to make a special declara- 
tion regarding the conduct of the 
Bank’s pusiness during the war. 

In this declaration, dated Dec. 
18, 1939, communicated to all the 
central banks and all the Bank’s 
correspondents, the Bank ex- 
pressly announced its intention 
to abstain from any transactions 
which were not above reproacn 
both from the point of view of 
belligerents and neutrals. 

(c) to refrain from any step im- 
plying recognition of changes of a 
political or territorial order etc. 
which had not been unanimously 
recognized and, in contested cases, 
to take appropriate measures to 
safeguard the rights of the parties 
concerned; 

(d) to subordinate, as a general 
principle, the question of yield 
from the Bank’s investments to 


considerations of safety and 
liquidity, every operation to be 
carefully scrutinized from. the 


angle of the strict rule of conduct 
which the Bank had imposed upon 
itself. 

Notwithstanding the restrictive 
rules thus accepted regarding its 


activity, the Bank had occasion, 


at the beginning of the war and 
particularly during the winter oi 
1939-40, to lend its aid to a num- 
ber of central banks (belonging 
to countries which were neutral 
at the time but subsequently were 
invaded) in cases when the said 
banks wanted to send the whole 
Or a part of their reserves to 
overseas centers, and especially to 
the United States. 

The Bank itself made a point 
of sending nearly all its free 
assets to the United States wheth- 
er in dollars or in gold earmarked 
with the Federal Reserve Bank of 
New York. 

Between Aug. 31, 1939 and 
March 31, 1940 the Bank jin all 
assisted the central banks of still 
neutral countries to acquire gold 


in the United States to the amount. 


of some 21,000 kilograms, and 
it sent to the United States more 
than 16,000 kilograms for its 
own account. 

Arrangements were made to 
ensure the repayment or other- 
wise to guarantee the safety of 
the Bank’s investments, substan- 


result of the accumulation of dis- 
count and interest. 

The British and French Govern- 
ments, as the chief creditors under 
the Hague Agreements, had ex- 
pressly recognized at the begin- 
ning of the war that a continuance 
of these transfers was Ciearly in 
accordance with the.r’_ interests 
and that no steps should be taken 
which might afford the Reicns- 
bank a pretext for suspending the 
regular transfer of funds. 

The Bank was obliged to insis‘ 
upon obtaining regular transfers 
corresponding at least to the in- 
terest on its investments in Ger- 


tries, the B. I. S. had undertaken 
to rest.tute, 
The Bank provided the Treasury 


Departinent with the necessary 
statements concerning the tunas 
(not representing a very high 


figure) held in the United States 
not for its own account, but fo: 
the account of third parties. Ali 
its own assets were unblocked 
This also applies to assets of which 
the “‘true beneficiaries” are banks 
or organizations which have them- 


‘selves been unblocked. Dollars. of 


many, since othew.se its assets ir | 


Reichsmarks would have risen t« 
a figure exceeding its investments 
in that currency on Sept. 1, 1939 
and this would rightly have bee: 
regarded not only as constituting 
economic assistance to Germany 
but as contravening the rules o 
conduct which the Bank itself hac 


which the “true beneficiaries’ 
have not been unblocked in the 
United States, will be kept in a 
separate account and will not be 
unblocked, pending further exam- 
ination by the American authori- 
ties. The Bank thus recovers free 
disposal of roughly $20 million o! 
its assets in the United States. 

I may add that, since the be- 
ginning of 1947, the Bank, as a 
result of a first agreement witl 


| the ‘lreasury Department, has had 


| Federal 
| York, 


free dollar account with the 
Reserve Bank of New 


Which during the past 


a 


to 


|year it has already made impor- 


adopted at the beginning of the | 


| how 
ceive 


| tant deposits. 


With 
gold, 


regard to the matter o° 
I have already explainea 
the Bank continued to re- 
payments from Germany 


| during the war. 


war. 
The Bank succeeded in obtain- 
ing from Germany es transfers 
which, although not quite as 
regular as before, were relatively | 
normal and, in making these | 
transfers, it was certainly the 


Reichsbank’s purpose to avoid de- | 


fault and to safeguard 


its own | 


credit. It is evident that the Bank | 


would have failed in its duty had 


‘it refused these transfers. 


tial repayments being in fact ob- | 


| tained. 


Special measures were taken to 
safeguard the interests of such 
countries as became occupied. 
Firstly, the Bank took special 
precautions to avoid all transfers 
of shares of an abnormal char- 


-acter and especially when there 


was any suspicion of duress. Sec- 


|ondly, the Bank refrained, in par- 
Bank for International Settle-_ 


ticular, from effecting any re- 
mittances of foreign exchange 
which might have been seized or 
utilized by the occupying authori- 
ties. Payments which were due 


could, as a rule, be made by off-_| 


setting the amounts to be 
mitted 
standing claims on the respective 
markets. 


As regards the Bank’s holdings 
in Germany (all without exception 
resulting from operations effected 
in 1930-31 in application of the 
Hague Agreements), the Bank was 
naturally unable to secure, in 
wartime, any substantial capital 
repayments considering that no 
such repayments had been ob- 
tained even in peacetime. It en- 
deavored to secure transfers on 


re- 


the British and French Directors a scale sufficient to prevent an 


on the Board of the Bank. 


increase in its total assets as a 


against the Bank’s out- | 


The capitulation of Germany 
deprived the Reichsbank of its 
representation at the Bank for In- 
ternational Settlements, since 
Germany no longer possessed a2 
central bank which could be rep- 
resented in an international or- 
ganization. Japanese representa- 
tives also were unable to exercise 
their functions. 


As for the future, there will 
probably be general agreement 


that, when the fundamental polit- 
ical problems have been solved, 
the reorganization of Germany 
should make it possible to resume 
technical cooperation with that 
country, which will be as neces- 
sary in the future as it was in the 
past. 

The participation of Japan re- 
sulted from the fact that in 1930 
Japan was a party to the Hague 
Agreements, but the Bank has 
never had real business relations 
with the Far East and will cer- 
tainly remain European. 





Frere’s Negotiations in U. 8S. 
What was the purpose of your 
visit to this country in May 
1948? What about the blocked 
assets of the Bank for Inter- 
national Settlements in the 
U. S. A.? What about the gold 
to be restored by the Bank 


4. 


for International Settlements | 


to the allied governments? 


Once it had been decided that 
the B. I. S. was to continue its 
activities as a technical organiza- 
tion for cooperation between the 
central banks of Europe, it became 


possible and necessary to settle. 


questions which had remained in 
suspense with the American Gov- 


ernment and with the signatory | 
governments of the Paris Agree-| 
ment of Jan. 14, 1946 concerning | 


questions relating to gold. 

After a preliminary exchange of 
letters with Mr. J. Snyder, Secre- 
tary of the Treasury Department 
of the United States, I was au- 
thorized by the Board of Directors 


These payments were effected 
partly in Swiss francs and partly 
in gold, the Reichsbank giving 
instructions to the Swiss National 
Bank to withdraw the gold from 
its deposit in Berne and to place 
it at the disposal of the B. I. S. 

On each occasion the B. I. S. 
demanded the formal assurance 
that the gold had belonged to the 
Reichsbank before the outbreak 
of war, but it was clearly not pos- 
sible for the B. I. S. (or for the 
Swiss National Bank, which held 
the deposits) to verify the assur- 
ances given. 

But the Bank was careful] to 
maintain as complete a documen- 
tation as possible with regard to 
the gold which was received dur- 
ing the war from the Reichsbank 
so that the Bank should be in e 
position, after the war, to present 
full information in the case of any 
investigations set on foot in order 
to recover gold looted in the oc- 
cupied countries. 

In 1945, the Bank had offered 
its full collaboration to central 
banks which were searching fo) 
the gold taken from them during 
the war. 

After an exchange of informa- 
tion, in particular with the Bank 
of France, the National Bank 0’ 
Belgium and the Netherlands 
Bank, it became possible to iden- 
tify certain quantities of gold, 
which appeared to have been 
looted. In many cases the bars had 
been remelted during the war by 
the Prussian Mint and had been 
given false remelting dates in 
order to give them the appearance 
of being prewar German bars. The 
inouiry thus proved diificult. 

As a result of these researches, 
the experts in Washington were 
able to reach definite conclusions 
by comparing the documentation 
collected by the B. I. S. with the 
documents found in Germany by 
the Allies. 

In 1945, the Board of Directors 
of the B. I. S., in a formal resolu- 
tion, had decided that any gold 
recognized as having been looted 
should be restituted, and the Bank 
itself had been able to identify 
roughly 3,700 kilograms out of 
roughiy 12,000 kilograms re- 


‘ceived from Germany during the 


of the B. I. S. to come to the) 


United States 
Auboin, the General Manager of 
the Bank, in order to conclude 
final agreements, 

These agreements 
two questions: 

(a) The assets of the B. I. S. 
blocked in the United States. 

(b) Gold received from Ger- 
many during the war, any of 
which if recognized as having 
been looted in the occupied coun- 


dealt with 


with Mons-eur | 


| 


war.’ The final total of such looted 
gold was fixed by the experts at 
3,740 kilograms, of which 
3.366 kilograms had been _ re- 
ceived by the B. I. S. for its own 
account, and 374 kilogrammes had 


been received for the account of 


a foreign central bank. 


A formal agreement was con- 
cluded at the State Department 
between the B. I. S. and the repre- 
sentatives of the governments of 
the United States, France and 


3A kilogram equals approximately 
32.15 ozs. Troy and, at $35 an ounce, is 
worth about $1,125.28. 





‘have either been 


Great Britain acting in the name 
of all the allied governments con- 
cerned. 

The B. I. S. has thus fulfilled 
all its obligations and has con- 
tributed towards safeguarding the 
gold in question, which May now 
be returned, through the inter- 
mediary of the Brussels “Gold 
Pool,” to its rightful owners. 
Financial Status of B. I. S. 

What is the present financial 

position of the Bank for Inter- 

national Settlements as a re- 
sult of the agreements reach- 
ed in Washington? 
The present posit:on of the Bank 
may be summarized as toilows (as 
at Feb. 28, 1947): 

Of a balance-sheet total of 555 
million Swiss gold tranes (i.e. 
roughly $185 million). 291 million 
on the assets side represent invest- 


ments made in 1930-31 in Ger- 
many under the Hague Agree- 
ments, while 229 million on the 


liab-lities side represent long-term 
deposits of var:ous governments, 
likewise in application of the 
Hague Agreements. 

The difference of roughly 62 
million corresponds to the share 
of the Bank’s own funds utilized 
for the application of the Hague 
Agreements. 


The whole of this part of the 
balance sheet represents rights 
and obligations, which in their 


entirety, go back to 193) and 1931 
and which it will not be possible 
to liquidate until the governments 
finally decide what is to be done, 
with what in fact constitutes the 


remainder of the old reparation 
annuities, 

In the meantime, none of these 
amounts can be demanded and, 


when their liquidation takes place, 


account will have to be taken of 
the contracts concluded in 1930 
between the Bank and the govern- 
ments which entrusted it with the 
task of applying the Young Plan. 

The remaining assets, namely 
about 264 million Swiss. gold 
,franes (i.e. roughly $81 million) 
consist almost entirely of invest- 
ments at sight or short-term either 
in effective gold, in dollars or in 
Swiss francs and constitute the 
working capital of the Bank. This 
capital has continued steadily to 
increase during the past two years 
owing, on the one } to new 
deposits entrusted to the Bank 
since the end of hostilities and, on 
the other, to reserves which the 
Bank has been able continue 
accumulating. 

Except for a short period in 
1945-46, the results have certainly 
been profitable and. while main- 


taining its decision not to distrib-, 
ute dividends, until further notice, 
the Bank has been able consider- 
ably to strengthen its reserves and 
thus to increase its means of ac- 
tion. 

The gold which it has just been 
decided to restitute wil! affect the 
balance sheet as at March 31, last 
but slightly, as appropriate meas- 
ures were taken in g00d time. 
The balance sheet will be sub- 
mitted to the Annua! General 
Meeting to be held in June.4 

It may be of interest to note 
that, apart from the investments 
in Germany under the Hague 
Agreements, which were of a spe- 
cial nature, al] particular credits 
by the Bank as well es all the 
investments made on particular 
markets from the begirning of the 
Bank up to the summer of 1945 
recovered at 
their full value or amply secured 
as regards. certain rather insigni- 
ficant amounts still outstanding 
when hostilities ceased. In every 
single case the undertakings given 
to the Bank by the central banks. 
with which it has had dealings 
have in fact been scrupulously 
fulfilled notwithstanding the ex- 
ceptional and largely unpredict- 
able circumstances which have 
prevailed in the years that have 
passed since the foundation of the 
Bank. 

It may also be of interest to 
note that, thanks to safeguarding 


4 This meeting was held on June 14. 
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measures taken in good time, all 
the deposits entrusted to the Bank 
before Sept. 1, 1939 have either 
been restituted to their lawful 
owners or remain intact and liquid 
and are held for the benefit of 
those to whom the deposited assets 
belong, 


B. I. S. and Payments Agreements 


6. Has the B. I. S. service in con- 
nection with “multilateral 
compensation” in western 
Europe been successful? If 
not, why not? Can it be made 
successful? How? 

In the course of 1947 the pay- 
ments difficulties of European 
countries further increased, not 
Only in relation to overseas coun- 
tries but also amongst themselves. 
The specifically European aspects 


of these problems were considered 
by the Committee on Payments 
Agreements, a prolongation of the 
Committee of Financial Experts 
which met in Paris in the sum- 
mer of 1947, as part of the Com- 


mittee of European Economic Co- 
operation. 


As ai immediaie practical 
measure, the Committee on Pay- 
ments Acreements drafted the 


First Agreement for Multilateral 
Monetary Compensation, which 
was signe’ in Paris by the Gov- 
ernments of Belgium (acting also 
for Luxembourg), France, Italy 


and the Netherlands on Nov. 18, 
1947. Soon after that date prac- 
tically al! countries participating 
in the European Recovery Pro- 
gram adhered to the Agreement. 
the complete list of the members 
being as follows: 


Permane Members: 


seigium. (and Luxembourg) 
France 

Italy 

Netherlands 

Bi-Zone of Germany 


Occasional Members: 


Austria 

Denmark 

Greece 

Norwa\ 

Portugal! 

Swede: 

United Kingdom 

French Zone of Germany 

The ‘‘pe anent’’ members are 
those accent the automatic 
applicati of simple offsetting 
operations amongst themselves; 
“occasional” members accept. to 
conside) ropositions made, but 
reserve 1 right, on each occa- 
sion, to accept or reject such pro- 


cording to whether or 
ynsider them desirable. 
nd and Turkey, al- 
though taking part in the 
actual compensations, cooperate 
by furnishings statistics and send- 
ing representatives to the Com- 
mittee of Delegates. 

The Committee of Delegates and 
Representatives, appointed for the 
applicat:on of the Agreement of 
Nov. 18. 1947 has: continued in 
another form the work begun by 


posit.ons 
not they « 
Switzer] 


the Committee on Payments) 
Agreements. It is made up of 
representatives of all countries| 
participating in the compensa- 
tions: at four meetings (one in 
Brussels and three in Basle) it has 
drawn un “regulations” for the 


applicat:on of the Agreement. 


jas been acting as agent 
of Delegates 


tlements | 
of the Committee 


| 
| 


The Bank for International Set- | Of $770 million. 


side of the compensations. The 
Bank for International Settle- 
ments, as agent, has been author- 
ized to debit or credit the pay- 
suents -agreements accounts for 
ine purpose of compensations. 
The agreement of Nov. 18 came 
into force on the date of signature 
and the technical organization 
was set up with such speed that it 
was possible to start practical 
compensation operations from the 
end of December, 1947, since 
when they have taken place regu- 
larly at the end of each month. 
In practice results, which al- 





eral system presupposes a certain | 
number of conditions which are | 
not at present fulfilled and sev- | 
eral of which depend upon ex- | 
ternal assistance.” These condi- | 
tions are: 

“Firstly, the production of each | 
of the European countries must | 
have reached a point where it will | 
be able to provide the material for | 


|a sufficient flow of trade. 


though modest were nevertheless | 


of great interest as experiments, 


were achieved, thanks to the de-| 


Sire to cooperate shown by all the 
participants. During the first three 
months the turnover of the com- 
pensations amounted to the equiv- 
alent of $39 million. 

This result was positive but 
limited, and it is of interest to 
consider the conditions which will 
make it possible for the system to 
develop. 

It is evident that the fact that 
the countries concerned have con- 
cluded an agreement for multi- 
lateral monetary compensation 
cannot by itself banish difficulties, 
which at present weigh upon 
trade in Europe. 

The payments agreements 
(more or less of the same type) 
concluded by European countries 
immediately after the end of the 
war had the great advantage of 
making it possible for commerce 
to revive at a time when there 
was general shortage, when the 
whole normal commercial mech- 
anism was either destroyed or 
blocked and when it was neces- 
sary to maintain, at least tempo- 
rarily, severe exchange and com- 
mercial controls. 

In fact, these agreements merely 
constituted a continuation of the 
methods of financing adopted dur- 
ing the war, when the countries, 
allies in the same cause, under- 
took to provide each other mu- 
tually with their respective cur- 
rencies in order to avoid any stop- 
page In the flow of indispensable 
war supplies. 

In 1945, thanks to the credit 
margins provided for in these 
Agreements, it was possible to set 
European trade going again, but 
in 1946 it became evident that the 
‘“‘margins,” originally designed to 
serve as mutual and 
facilities, were tending to become 
consolidated in 
tion” and measures had to be tak- 
en to reestablish better equilid- 
rium, at a time when considerable 


temporary | 


“a one-way direc- | 


amounts in gold and dollars were | 


being utilized to settle the sur- 
pluses in excess of the credit mar- 
gins. 

The exhaustion of the reserves 
of gold and dollars in many coun- 


and intra-European trade. 


“Secondly, conditions of mone- 
tary stability, where they have | 
not already been achieved, must 
be established in the participating 
countries. This, for some of them, 
implies the reorganization of their 
public finances. 

“Thirdly, the participating 
countries must be able to dispose 
of more abundant foreign cur- 
rency resources to enable them to 
effect the settlement required. 

“As shown by the work of the 
Committee of European Economic 
Cooperation, the fulfillment of 
these three conditions mainly de- 
pends upon the efforts of the Eu- 
ropean countries themselves. But 
.t_ aiso depends, in varying ‘de- 
grees, upon adequate external 
assistance. 

“Moreover, for such external 
assistance to be fully effective, an 
expansion of European economic 
activity must be furthered by an 
increasingly flexible and ever- 
widening system of payments.” 

The Committee, therefore, rec- 
ommended that the return to full 
convertibility should be made in 
several stages, beginning with 
some simple steps which could be 
iaken without further ado. “These 
recommendations,” said the Com- 
mittee, “appear to conform to the 
general principles of the Interna- 
ional Monetary Fund and of the 
future International Trade Organ- 
ization. It is unnecessary to em- 
phasize that any steps taken to 
apply these recommendations will 
remain in harmony with these 
principles and will promote thei. 
development.” 

By attempting to initiate oper- 
ations invoj]: ing transferability oi 
currencies the multilateral com- 
pensation group is jumping ahead 
of events and anticipating a great- 
er degree of equilibrium than ac- 
iually exists at the present mo- 
ment. This does not mean tnat 
such operations are not desirable 
—on the contrary they run direct- 
ly in the line of progressive pol- 
icy—-but it does explain why the 
results of the multilateral clearing 
are, at first, not very large; and 
it shows that, left to itself in this 
matter of transferability, progress 
in Europe is likely to present very 
real difficulties. 

The multilateral compensation 
is the logical outcome of the Eu- 
ropean Recovery Program. Europe 


'suffered greater devastation and 
'dislocation during the war then 
|any other closely populated area 
tries gave rise in 1947 to new/and the resulting disequilibrium 
problems both as regards Overseas | inside the area and in relation to 


| the world is probably the greatest. 


It is important to emphasize the | It is logical that it is precisely in 


extent to the effort made by the 
Furopean countries themselves. 
Although the statistics are not 
quite complete, it may be ob- 
served that the credits resulting 
from the balances communicated 
to the Bank for International Set- 
tlements amount to the equivalent 
To this must be 
added credits granted in another 
form of roughly $730 million; the 


since the agreement was signed. | total for the credits granted by the 


The work of the agent is confined 


to the technical operation of the | 


compensations, inter alia the col- 


lection and analysis of statistics 
on payments agreements, such 
statistics being received each 
month from the technical institu- 
tion in each of the participating 
countries. These technical insti- 
tutions are generally the central 
banks, with which the Bank for 


International Settlements has 
been on terms of close collabora- 


tion for many years—a circum- 
stance which has undoubtedly 
facilitated the work and inciden- 


tally made possible the raising of 
bank secrecy necessary for the 
reporting of the figures and the 
smooth working of the technical 


European countries to each other 
thus amount to the important fig- 
ure of not less than $1,500 million. 

To quote but one example: total 
credits granted to other European 


'coutries by as mall country like 
'Belgium rose from $60 million at 


the end of 1946 to $268 million at 
the end of 1947. 


It is evident that the limit of 
the effort which certain European 
countries can make without en- 


‘dangering their own reconstruc- 


tion, has been reached. 


This position was. already 
known when the Committee on 
Payments Agreements met in 


Paris in October, 1947. 
The Committee explained in its 


Report that “an integral multilat- 





| themselves 


this most dfificult area that a spe- 
cial effort at collaboration in the 
form of the multilateral compen- 
sation should be made under the 
European Recovery Program, 
which aims at restoring equilib- 
rium in western Europe. Ster- 
ling convertibility, while it lasted, 
was backed by “external aid,” and 
it was particularly after Aug. 20, 
1947 that an acute need was felt 
to provide some new mechanism. 


Although breaking new ground, 
the present attempt at multilateral 
compensation is but a modest step 
in the direction of freer ex- 
changes; but the various discus- 
sions and the practical experience 
gained month by month in work- 
ing the compensation system may, 
if a reasonable amount of outside 
aid is forthcoming, lead to an eas- 
ing of the present restrictions and, 
with it, an opportunity of erect- 
ing a new and stronger monetary 
structure, better suited to intra- 
European trade and to relations 
with other continents. 


To summarize it may be said 
that: 


(a) The European’ countries 


have already made 


considerable efforts, both to grant 
each other important credit mar- 
gins and to make the present sys- 
tem of bilateral payments as elas- 
tic as circumstances permit. 

(b) It is not possible to draw a 
dividing line between overseas 
and intra-European trade; plans 
to attain equilibrium must neces- 
sarily deal simultaneously with 
both objectives. 

(c) Effective measures have al- 
ready been taken in several coun- 
tries to stabilize the financial and 
moneary system and to stop in- 
flation. The progress made will 
enable these countries to achieve 
better equilibirum in balancing 
their ‘global accounts both with 


overseas and with other European 
countries. 

(d) As this progress develops 
and the American assistance 1 
application of the ‘‘European Re- 
covery Program” produces its ef- 
fects, countries now debtor will no 
longer increase their indebtedness 
and the problem will become in- 
creasingly one of liquidating the 
existing debts which weigh upon 
the payments mechanism. 

For this liquidation, outside aid 
specially applied for this purpose 
would be of the greatest assist- 
ance and the Bank for Interna- 
tional Settlements, for its part, is 
fully prepared to make its contri- 
bution within the means at its 
disposal. 


Stop Inflation: Use Gold Standard 


(Continued from page 11) 


little deeper into your crystal ball 
When, in all history, did irredeem- 
able paper money controlled by 
politicians ever follow any other 
path than deterioration followed 
by disorders caused by financial 
uncertainty and robbery of the 
thrifty and capable. I have not 
time to portray the end of the road 
of all paper money experiments. 
It is worse than just high prices. 
Monetary chaos was followed in 
the French Revolution by the ty- 
rarny of Napoleon, not broken un- 
til 1815 after 25 years of suffering 
and war by the common citizen 
in France; in Germany inflation 
was followed by Hitler; in Russia 
by Bolshevism; and in other na- 
tions by more or less tyranny. 
Suppose the frugal savings of the 
humble people of America con- 
tinue to deteriorate in the next 10 
years as they have in the past 10 
years. Some day the people will 
almost certainly flock to ‘“‘a man 
on horseback” who says he will! 
stop “inflation” by price-fixing, 
wage-fixing and rationing. When 
currency loses its exchange value 
the processes of production and 
distribution are demoralized. Even 
wise Voltaire in 1769, writing on 
money, said that so long as the 
fields in France were fertile it was 
possible that no mismanagement 
of money could ruin her, because 
France then had had 60 years of 
misrule by monetary fakers in 
politics. 

I wrote the following verses en- 
titled ‘““‘Paper Money”: 


“Best tool of tyrants” Lenin said 
Debauch their money then step in 
Coordination’s in the head 

Break up their ways, make it a 


sin 

To bargain free. When Terror 
rules 

Our Agents rise, control those 
fools. 

Voltaire had said in sixty-nine 
(Relax!) 

Can ruin come to fertile France 

For sixty years then ruled by 
quacks 

Like those today who'd take the 
chance 


He little knew the trouble brewing 
He little knew what they were 
doing. 


Fortunately if citizens are 
awake and know the facts as to 
the need for speedy return to a 


| gold coin standard in the U.S. A. 


we have an effective remedy. Ii 
depends upon your promptly writ- 
ing to your Congressman, and 
talking with your representatives 
in political life telling them to en- 


'act House of Representatives Bii!l 


HR5031 introduced Jan, 20, 1948 
entitled “A Bill, to restore the 
right of American citizens to free- 
ly own gold and gold coins; to 
return control over the _ public 
purse to the people; to restrain 
further deterioration of our cur- 
rency; to enable holders of paper 
money to redeem it in gold coin 


'on demand; to establish and main- 


tain a domestic gold coin standard 


and for other purposes.” 


This bill introduced by Repre- 
sentative Howard Buffett of Ne- 
braska has been receiving the en- 


thusiastic support of honest men 
all over our country. In these re- 
marks I haven’t been able to tell 
you all I’ve learned. It affects 
everybody in our town of Latrobe 
who works in factory, store or of- 
fice and earns and saves. I have 
many startling and true studies 
showing the urgent need and also 
the immediate practicability of 
this bill. We have the gold in the 
Treasury now. Twenty-three bil- 
lions of dollars. 

In the words of Representative 
Buffett, unless you are willing to 
surrender your children and your 
country to galloping inflation, war 
and slavery, then this cause de- 
mands your support. For if human 
liberty is to survive in America 
we must win the battle to restore 
honest money. There is no more 
important challenge facing us than 
this issue—the restoration of your 
freedom to exchange gold for the 
fruits of your labors. 

In Latrobe we work and earn 
by brain and by brawn. We'd be 
a pitiful lot in Latrobe if that 
necessary measuring tool, honest 
money, breaks down, because our 
earnings come from making things 
which we sell for specialized uses. 
We couldn’t eat our tool steel, our 
ingot molds, our locomotive parts 
or our mining explosives. We 
couldn’t use all the blankets and 
woolen goods we fabricate. We 
need to sell them to buy back the 
food and things we want from 
other citizens. Also our factories 
depend upon the use by us of cap- 
ital goods repayable over long pe- 
riods of time to investors. In the 
long run they won’t put up money 
if not to be repaid in good 
money, say ten years later. 

If Buffett’s bill is enacted I see 
there can be a long time of great 
confidence and prosperity for us 
and all America. If it is not and 
we don’t return to sound money I 
am sure there will be more gov- 
ernment, trouble, waste, disorder, 
distrust and eventual war and 
slavery. 

But we've got to do something to 
overcome the apathy of the citi- 
zens about this. Every wise and 
honest man will help. 


In conclusion I hope no one says 
“IT enjoyed your speech, Mr. Mc- 
Kenna.” It is not made to be 
enjoyed. I hope it worries you 
and causes you many sleepless 
nights until you have done some- 
thing effective to restore the right 
of American citizens to use sound 
money. 

A president of a college to 
whom I wrote a long letter de- 


its 


scribing the plight of American 
citizens replied that he had 
“sreatly enjoyed” my letter. I 


wrote him that if a victim of a 
tyrant’s government had written 
him telling him in detail how his 
right arm had been torn off, his 


leg broken above the ankle joints 
and other things too horrible to 
mention done to him would he 
respond to this by active help or 
by writing that he had enjoyed 
this interesting account of his ex- 
periences. 
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the light of careful and compye- | cold and hostile worid. To main- 
hensive studies of our capacity to| tain even a pretense of security 
bear this burden. The conclusions | under these conditions would, re- 
to be drawn from these studies| quire a level of expenditure for 


America‘s Role in the Economic Situation 


(Continued from page 6) | again become a market for west-| year of the recovery program. A 


prewar level. For Europe as aj €rn Europe’s exportable surplus. 


whole (excluding the U.S.S.R.), 
industrial production in the first 
quarter of 1946 was at only 68% 
of the 1938 level, and in the case 
of certain countries production 
was much lower than this average. 
In Italy, for example, industrial 
production was not at much more 
than a third of the 1938 level, 
while in Germany industrial pro- 
duction was running at only about 
a fifth of the prewar rate. 

In the three-year period since 
the end of the war, Europe has 
made a dramatic recovery in pro- 
duction. In the first quarter of 
1948, European production had 
almost recovered to the level of 
1938, and if we exclude Germany, 
where recovery has been conspic- 
wously slow, European production 
was actually above the pre-war 
level. 


This does not mean that Euro- 
pean consumption nas returned to 
Prewar standards. In the case of 
food consumption, for example, 
the average person in western 
Europe at the present time is eat- 
ing 25% less sugar, 30% less meat, 
and 30% less fats than before the 
war. The reason that overall con- 
sumption has not kept pace with 
overall production is that a large 
fraction of current production is 
being devoted, as it should be, to 
restoring and improving the pro- 
ductive capacity of Europe. More- 
over, for reasons which I have 
already pointed out, production 
will have to rise to a level much 
above prewar if Europe is again 
to become self-supporting. 


Problem of Recovery of Germany 


A problem very important in 
connection with European re- 
covery has been the notaBly slow 
recovery of Germany. At the pres- 
ent time, industrial production in 


In 1947, trade between Europe | 
and overseas countries was ap-| 
proximately back to normal. In- 
tra-European trade, excluding 
Germany, had also made appreci- 
abie progress. The stagnation in 
the trade between western Europe 
and Germany, however, was a 
major cause of the unsatisfactory | 
state of overall recovery in west- 
ern Europe. The redevelopment of | 
that trade is one of the most im-| 
portant contributions that can be | 
made to the rehabilitation of the | 
victims of German aggression. In} 
this connection, we have imple- | 





program of four and a quarter 
vears is contemplatea, although 
this is subject to annual review 
by Congress. There have been| 
tentative estimates that the total | 
amount of aid needed over this | 
period might amount to $17 bil- | 
lion, but it is clear that estimates | 
of European requirements more | 
than a year or so in advance must | 
be of an uncertain nature. 

These are very large sums Of | 
money, and we have a right to) 
expect that they will be used in| 
the most etfective possible man- 
ner. The United States simply | 
cannot afford to extend assistance | 





are that the amount of foreign aid | defense vastly greater than, any 


contemplated for the coming year 
will not impose any greater drain 


upon United States resources than | 
has occurred during the past year; | 


that this drain wili not unduly 
affect the standard of living of 
the American people; and that the 
inflationary impact can be held 
in check by appropriate domestic 
measures. The most important of 
these domestic measures is in the 
realm of budgetary policy; it is 


supremely important that govern- | 
ment expenditures, including) 


those on foreign aid, be covered 
within a balanced budget. If this 


mented our assistance to Germany | to Europe without receiving as-| practice is followed, the purchas- 


by the recent currency reform 
recting German manpower and 
natural resources into useful pro- 
duction. Moreover, we insist upon 
developing German production in| 
such manner that Germany’s con- |} 
tribution to European recovery is 
maximized, while at the same 
time making sure that no future 
German government can use its | 
reconstructed economy for pur-| 
poses of aggression. We _ insist, | 
therefore, upon continued Ger-| 
man exports of coal and timber to 
western Europe, despite German | 
domestic need of these vital raw | 
materials; and we insist upon the | 
removal of the remainder of the | 
German war indusiries and the) 
limitation of German heavy in- |! 
dustrial capacity. With these safe- | 
guards, the amount spent for Ger- | 
man recovery will be more useful | 


cooperate to the full extent of | 
their capacity in achieving the) 
purposes of the program. 

In this connection, the Admin- | 
istrator of the program has con- | 
cluded agreements under which 
all recipient nations will under- 
take very substantial obligations. 
These obligations include the sta- 
bilizing of their national budgets, | 
their currencies, and their ex-| 
change rates. The European na- 
tions agree to reverse the prewar 
trend toward economic isolation, 
to reduce trade barriers, and to) 
cooperate in making efficient use | 
of their combined rescurces so as 
to minimize their dependence on 
the United States. They agree to 
put at the disposal of the United 


'tional Advisory Council on 


| i the rest of Europe than would | States scarce stratezic materials 
a much larger amount devoted to| in reasonable quantities and at 
additional direct assistance to the | reasonable terms, and to permit 
victims of German aggression. 


More Trade Needed Between Finally, whenever the United 
Eastern and Western Europe | ctates Government furnishes com- 
Another factor retarding Euro-| modities or services on a grant 
pean recovery has been the mark-| basis, the participating countries 


| by American investors. 





western Germany is at less than! ed decline in trade between west- | 
half the prewar level. The drag on | ern and eastern Europe. Normally, | 
the rest of Europe resulting from; eastern Europe produces a sur-| 
this state of affairs is so important! Plus of foodstuffs an’ certain raw | 
that I must give this matter spe-| materials, such as timber, which | 
cial attention. it exchanges for the industrial | 

There may be some among you! Products of the west. The import- | 
who iisen any help red to | ance of reviving this trade, which | 
Germany at a time when the vic-| WS highly beneficial ha both ‘ace | 
tims of German aggression still| 8108, Was recognized trom the) 


need all the assistance we can| 0Utset by the framers of the Euro- | 


afford to grant. You have prob-| Pean Recovery Program, and from | 
ably heard the propaganda that | the very beginning eastern 
charges the United States with) rte ie om has = ween to The | 
deliberately favoring the recovery | UCiPate| in the program. . 


an eniiinaes Winn .o.| Soviet Union not oniy declined 
of Germany, rather than the re-| nik phen ‘Renee Gen | 


habilitation of the victims of Ger- | that offer, . 
| other eastern European nations— | 
| some of which were €2ger to par- | 


man aggression, in crder to pre- 

pare for a future alliance between | °~". ‘ . < ‘2 

the United States and a revitalized | titipate—to remain cutside. This _ 
|failure to cooperate harms the, 
| eastern European countries more | 


German Empire. 

{ need hardly say that no re-| than the west. Nevertheless, the 
sponsible person in the United) western nations do not intend to | 
ne Pe apap Placed sing S804 Te casa the Soviet Union in its. 
. an on Ww 7€' attempt to foreswear economic 
initiated and now administer the | rolineniites for ten ~~ eg 
European Recovery Program. The | ojo We have continued our| 
main reason why ihe European aaliaiene to Saad cae we 
Recovery Program alsc embraces the east, and the Administrator | 
western Germany is the undeni- | of the recovery progrem has made | 
able fact that rehabilitation of the | gyailable funds for the purchase | 
other European nations would be! of scarce commodities in eastern | 
impossible without the recovery | Furope—such a Polish coal for 
ern Europe must exchange large) Ruropean nations derive some 
quantities of exportable surpluses} penefits from the European Re- 
for German coal, stez}. machinery. covery Program, and there is rea~ 

© ' son to believe that they are be-.| 
purchased from any cther source. | ginning to realize the loss they | 


This exchange, which before the | ’ 
war was one of the ivament| oe made to suffer when they 


pillars of European foreign trade, | ware Eresouee sroimn becoming | 
must be resumed now and not in | full-fledged partners in this great | 


. ente ise. 
the distant future. Western Europe | peepicgioen 
needs these German products for | European Recovery Program a 
the reconstruction of its own sys- | Unified Approach 


tem of production, and it cannot; The present European Recovery 
wait for its own heavy industries 


| Program represents a unified ap-.| 
| 
to expand to such an extent as to | proach to the overall problems of | 
make imports from Germany un- 


: ‘ Europe rather than t 1 
necessary. The United States sim- enon expensive ace a 
ply rg gt the additional | method of attempting to deal with | 
quantities that western Europe | the problems of individual coun-| 
would require if it were deprived | tries on a piecemeal basis. After 
of imports from Germany. More-| carefyl and exhaustive study by 
crease ifs grants to western] States Government. Congress has 
Europe by the amount that would/ authorized approximately $5 bil-| 


be required if Germany did not/ lion of aid to Europe for the first 


| Latin America, and other 


| ommendations 
however, were decided upon in 


agree to pay the value of these 
goods and services in local] cur- 
1ency into special acccunts. These 
sums will then be used for con- 
structive purposes on the basis of 
agreements between the country 
involved and the Administrator of 
the program. Such purposes in- 
clude expenditures for the de- 
velopment of new 1¢€sources, as 
well as retirement of currency or 
of government debt in order to 
put an end to inflation. In a num- 
ber of cases, the amount in ques- 
tion will be a very substantial 
fraction of the country’s total 
money supply. Thus, in these 
European countries, the Admin- 
istrator will have the power to 
exercise a great constructive in- 
fluence upon their financial sit- 
uations. 


Needs of Other Areas 


While attention has been con- 
centrated on Europe in recent 
months, the needs of other areas 
in the world have not been ig- 
nored. It has been intended that a 
substantial part of the dollars 
supplied to European countries 
under the European Recovery 
Program will be spent in Canada, 
areas 
outside the United States. In this 
way, our aid to Europe will also 


serve to provide Canada and 


Latin America with dollars which 
they in turn can use to pay for 
goods they need from this country. 
In addition, the £xport-Import 
Bank and the International Bank 
for Reconstruction and Develop- 
ment are prepared tc make loans 
to finance sound development 
projects in Latin America and 
other parts of the world. 


It must be recognized that our 
foreign economic program in the 
aggregate imposes e very real 
burden upon the United States — 
a financial burden upon our Fed- 
eral budget and an _ economic 
burden upon our people who are 


called upon to export to foreign 


countries far more goods and 
services than they receive in ex- 
change. The Administration’s rec- 
on foreign aid, 


| access to their natural resources | 





| surances that its contribution will| ing power created by these ex- 
which will greatly assist in di-| be efficiently used for the pur-| penditures. will 
| pose of European reconstruction | from the market through taxation. 

| and thai the recipient nations will| At the same time, in view of the 


inflationary pressures arising 
from domestic as well as foreign 
sources, it is important to carry 
out a monetary policy designed 
to restrain the expansion of bank 
credit. To achieve the proper 
combination of budgetary and 
monetary policies requires the 
close cooperation of the United 
States Treasury and the Federal 
Reserve System. 


Cooperation is also required 


-among all United Siates Govern- 


ment departments and agencies 
concerned with foreign economic 
policy. In order to coordinate the 
domestic and internstional finan- 


| cial policies of the United States, 


Congress in 1945 created the Na- 
In- 


'ternational Monetary and Finan- 


cial 





Problems. This Council 
consists of the Secretary of State, 
the Secretary of the Treasury, the 
Secretary of Commerce, the 
Chairman of the Board of Gov- 
ernors of the Federal Reserve 
System, the Chairman of the 
Board of Trustees of the Export- 
Import Bank, and now, also, the 
Administrator of the European 
Recovery Program. Since its crea- 
tion, the Council has played an 
active part in the cetermination 
of international economic policy, 
and insures consistency of action 
on the part of ali government 
agencies dealing with foreign fi- 
nancial matters. It aJso directs the 
votes of our representatives in the 


International Monetary Fund, 


which is concerned with inter- 
national exchange-rate policies, 
and in the International Bank for 
Reconstruction and Development. 
Finally since the inauguration of 
the European Recovery Program 
the Council has given advice to 
the Administrator of the Program. 
In all these ways, the Council at- 
tempts to make certain that our 


domestic and international poli-| 


cies are effectively geared 
together in a manner designed not 
only to insure the execution of 
our international obligations but 
to insure that our international 
actions do not threaten the sta- 
bility of our Own ecur.omic sys- 
tem. 


Cost of Foreign Program 


While the cost of our foreign 
economic program is not to be 
lightly dismissed and represents 
a substantial measure of genuine 
sacrifice, it is small indeed com- 
pared to the cost of the alterna- 
tive. If we should refuse to extend 
assistance to foreign countries in 
critical need, we would have to 
count on the likelihcod of future 
developments of the most sinister 
character. We would have to ex- 
pect revolutionary economic and 
political changes throughout the 
world. All hope of a democratic 
international order would be gone. 
War-wracked countiies in Europe, 
deprived of the hope of a return 
to tolerable living standards. 
would become the easy prey. of 
regimes which promise economic 
security in exchange for the sur- 
render of political freedom. Con- 
fronted with a world largely 


made up of dictatorships of the | 


Left or Right, the United States 
would find itself isolated in a 


be withdrawn | 


'now contemplated. Against such 
|expenditure, the present sums 
spent for foreign recovery pale 
into virtual insignificance. 

There are those who are aware 
that foreign aid is in the national 
interest but who nevertheless 
maintain that all that is needed is 
an emergency relief program en- 
tailing only a fraction of the cost 
of a genuine recovery program. 
But the only. basis on which a re- 
lief program is less expensive 
than a recovery program is if we 
confine our attention to the im- 
mediate future. In the long run, a 
relief program is wasteful in the 
extreme, since it deals with sym- 
toms rather than causes and does 
not contribute to the economic 
stability and eventual self-support 
of foreign countries. 

Of course there is nol certainty 

that our foreign recovery program 
will achieve all that we hope for 
it. Difficulties at present unfore- 
seen may arise to disappoint and 
‘thwart us, but sucn possibilities 
should not blind us to the cer- 
tainty of disaster if we fail to 
carry out the attempt. In this con- 
nection, there is grave danger that 
we shall set too much store on the 
results achieved in the first year 
and, if these resuits are disap- 
pointing, take the short-sighted 
step of discontinuing or curtailing 
the program. In fact, the objec- 
tives sought by the program can- 
not possibly be acnieved in one 
year, and to expect more than a 
sound beginning of the desired 
recovery would be to misunder- 
stand the nature both of the prob- 
lem and of the remedy. It should 
be remembered that aiter the first 
World War, which was vastly less 
destructive and disruptive than 
the recent conflict, it was not un- 
til 1925, or seven years after the 
aefeat of Germany, that European 
economic activity was back to the 
pre-war level. 


To a very large degree, the suc- 
cess of our foreign eccnomic pro- 
gram will depend upon our own 
future actions. This applies not 
only to our actions directly relat- 
ing to the program itself but to 
our decisions in the broader field 
of economic policy as a whole. 
For example, we cannot expect 
either the recovery of world trade 
or the recovery of Europe if, 
after a short breathing spell, we 
attempt to re-instate high tariffs 
and thereby prevent Europe from 
selling the exports it must sell if 
it is to pay for tne imports it 
needs and thus become self-sup- 
porting again. For Europe to pay 
its way, it is not enough that Eu- 
ropean countries are able to pro- 
duce the necessary volume of ex- 
ports; they must also be able to 
sell them. This means that other 
countries, including our own 
country, must be prepared to in- 
crease imports. 
| In the second place, we can- 
/not expect Europe to achieve 
/economic and political stability if 
|Our Own economy, which is such 
'an important segment of the 


| world economy, is characterized 
| by severe booms and depressions 
|; accompanied by equally drastic 
| fluctuations in our purchases from 
| abroad. Much depends on our 
| ability to keep our own house in 
| order—particularly on our ability 
| to avoid the evils of Inflation and 
| Depression. Inflation is the im- 
' mediate problem, and this we 
| must fight at the scurce, which 
|means increased production of 
| goods in short supply and reduc- 
'tion of excess purchasing power. 
There must be control over fur- 
| ther expansion of credit, and cer- 
_tain direct controls may also be 
_required to minimize the painful 
| effects of inflation while we are 
| attempting, by more fundamental 
| measures, to deal with the causes 
'of the problem. 


To a degree which 


is almost 


|impossible to exaggerate, the fu- 
| ture 
| 


depends on the type of 
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Jeadership shown by this country. 
Of the major countries which were 
engaged in the recent conflict, our 
country was almost alone in being 
able to keep its productive ca- 
pacity intact, and it has been esti- 
mated that the United States at 
present accounts for roughly haif 
the world’s industrial production. 
Thus, without asking for the role, 
we find ourselvs catapulted into 
a position of great rower and in- | 
fluence which carries with it a 
great responsibility both abroad 
and at home. In the sea of prob- 
lems which now beset us and 
which lie ahead of us, it will be 
very difficult to steer a straight 
course, but we must remember 
that the stakes of our action are 
very great. Civilizaticn itself may 
be in the balance. We must not 
fail. 





Illinois Power Co. to 
Retire Preferred Stock 


Illinois Power Co. announced 
Aug. 16 a refunding plan which 
calls for the redemption of all of 
the company’s outstanding 5% 
cumulative convertible preferred 
stock. Holders of the preferred 
have the privilege, until the close 
of business on Sept. 16, 1948, of 
converting their holdings into 
common stock at the rate of two 
shares of common for each share 
of preferred held. After that date 
the holders of the preferred will 
be entitled to receive only the 
redemption price of $52.50 per 
share plus accrued dividends to 
the date of redemption. There 
were 236.477 shares of the 5% 
cumulative preferred stock out- 
standing as of Aug. 14, 1948. 

The company has filed with the 
Securities and Exchange Commis- 
sion a registration statement cov- 
ering the proposed issuance of 
472.954 shares of additional com- 


The State of Trade and Industry 


(Continued from page 5) 
from last year’s crops, most of which was shipped to occupied areas 
and is now negotiating to take over the coming surplus from the 
1948 crops. During the past year the Government has entered the 
markets and held up prices of quite a number of diversified farm 
commodities including peanuts, turkeys, grapefruit juice, honey 
tobacco, wool, flaxseed, rosin, turpentine, linseed oil, and tung oil 
It is now recommending that farmers reduce their winter whea 
acreage 8% for the 1949 crop, obviously with the intent of avoiding 
the accumulation of embarrassing surpluses at the support price.’ 
* * if *k % 


In an effort to check the inflationary spiral in living costs John 
W. Snyder, Secretary of the Treasury, announced on Tuesday of last 
week that short-term interest rates would be increased from 14g to 
144% on Oct. 1. In banking circles the opinion held was that the 
Government was returning to the “traditional method” of controlling 
the flow of credit. 

This latest step taken is the fourth significant change in interest 
rates on short-term government securities in the past year. Early 
last year the upward move was started by letting the bill rate 
gradually move up to about 1% from .375%. This was followed by 
moving the certificate rate to 1% from %3% and then to 14%. 


STEEL OUTPUT SCHEDULED FOR FURTHER MODERATE 
RISE THIS WEEK 


Last week the Commerce Dept. askec that Sec. 8, which re- 
quires a steel fabricator with a military order to use what suitable 
steel he had on hand before receiving an allocation, be eliminated. 
Requests to kill this clause ostensibly came trom small manufacturers 
and though virtually certain that the pressure was more political 
than anything else, steel industry representatives agreed to elirninate 
this clause. They are anxious to avoid trouble in Washington, but 
the industry is unlikely to come out of this fracas unscathed, states 
“The Iron Age,” national metal-working weekly. 


Some steel sales officials have privately indicated their in- 
tention of filling rearmament allocations without question—but 
of cutting the normal commercial tennage to that fabricator. 
This would prevent ene steel consumer from profiting unduly at 
the expense of his competitor who dves not have military orders, 
they contend. 


If the steel industry acts this way the squawks in Washington 
will be loud. But if it takes steel from its regular customers and 
permits firms with military orders to step up their operations (and 
their profits) their slighted customers will be just as vociferous as 
the politicians. No matter which way they move, steelmakers will be 
criticized, the trade paper asserts. 

The facts are that a little mere steel is being channeled into 
“must” programs. To date these programs have earmarked about 
5,309,000 tens of steel on an annuai basis. Programs seriously 


All of the decline was in failures involving liabilities of $5,000 
or more. Casualties of this size were down to 79 from 97 of the 
previous week, but remained above the 61 reported a year ago. 
Small failures with Josses under £5,000 increased to 24 from 19, 
the most in this class since the early part of 1943. 

Retailing was the only industry or trade group to have a marked 
decline in failures during the week, while in manufacturing, failures 
were only half as many as in retailing. Construction and wholesaling 
casualties showed a slight increase. 


WHOLESALE FOOD INDEX UNCHANGED FROM PREVIOUS 
TWO WEEKS’ LEVEL 
Fluctuatiouis in food prices the past week continued to be irregu- 
lar and the wholesale food price index, compiled by Dun & Brad= 
street, Inc., for Aug. 10 again registered $7.18, unchanged from the 
two previous weeks. The current level represents a rise of 9.0% 
from $6.59 for the corresponding date a year ago. 


WHOLESALE COMMODITY PRICE INDEX CONFINED TO 
NARROW RANGE IN LATEST WEEK 
Commodity markets continued irregular the past week. The Dun 
& Bradstreet daily wholesale commodity price index moved in a 
narrow range and closed at 280.22 on Aug. 10. This compared with 
281.20 a week earlier, and with 271.91 on the corresponding 1947 date. 
Following initial weakness, grain prices generally on the 
Chicago Board of Trade made a strong recovery and finished 
higher for the week, 


Early in the period, May wheat and all deliveries of corn, oats 
and rye sold at new seasonal lows. With current open market prices 
below the loan level, considerable wheat was reported going inte 
the Government loan. Corn futures trended downward most of the 
week but a late rally carried prices well above the season lows. The 
rise was influenced by strength in cash markets where bookings 
were light and old crop supplies were reported very tight. Domestic 
flour trading remained quiet, but a fair export business to South 
America was reported last week. The raw sugar market was active 
with prices slightly firmer. Strength in the coffee market reflected 
improvement in the supply situation in Brazil. Interior stocks in 
that country were said to be at an extreme low. Prices for fresh 
pork and pork products continued to move higher but live hogs 
which had struck an all-time high of $31.50 earlier in the week, 
declined over $1 per hundredweight from previous quotations. Lard 
prices were steady to firmer as leading distributors reported a 
marked improvement in demand. 

Cotton prices werked steadily lower last week. The decline 
was accelerated in the final sessions, incluenced by the first offi- 
cial government crop estimate which indicated a bumper crop 
of 15,169,000 bales fer the 1948-49 season. 


This was almost 2,000,000 bales higher than had been expected 
in the trade. If fulfilled, the crop would be the seventh largest on 
| record, and 28% above last year’s crop of 11,851,000 bales. Trading 
| during the week picked up in volume over previous weeks. Reported 
sales in the ten spot markets totaled 84,500 bales, as against 59,100 





the previous week, and 40 800 in the like week a year ago. Weakness 
}and selling during the weck resulted from failure of the Mid-July 
| parity price to show an advance and the continued lack of demand 
| under the ECA program. Some export buying was reported but vol- 


monistock to provide for the con- 
version of the preferred stock. 
Under the agreement between the 
company and a group ef under- 


being considered fer voluntary allecations total almost 2,000,000 
tons more On an annual basis. Hf they are all approved they 
would siphon off perhaps 690,060 tens of steel a month in the 
last quarter of this year. This is about 9% ef finished steel ship- 





writers headed by The First Bos- 
ton Corp. and Merrill Lynch, 
Pierce, Fenner & Beane the un-| 
cerwriters will purchase on Sept. 
17, 1948, any of the 472,954 shares 
not taken by the holders of the 
preferred stock pursuant to the 
conversion offer. The _ proceeds | 
from this sale will be applied to 
the redemption of any outstanding 
shares of preferred stock. 

By agreement with the com-| 
pany, the underwriters will form | 
and manage a group of securities | 
dealers to obtain by solicitation | 
conversions of the preferred stock | 
into common stock. 

Completion of the refunding | 
will eliminate all preferred stock 
obligations and leave outstanding 


1,916 805 shares of common stock. 
The company’s long-term debt 
amounts to $70,233,000. 

Illinois Power Co. generates, 
purchases and sells electric energy 
and distributes natural gas in sub- 
stantial areas in northern, central 
and southern Illinois. For the 12 
months ended April 30, 1948, the 
company reported total operating 
revenues of $34,416,372 and net 
ancome of $5,349,600. 

For the 12 months ended June 
30, 1548, total operating revenues 
were $35 099,031 and net incoime 
$5,563,427 compared with $31,384,- 
829 and $5,282,332 respectively 
for the 12 months ended June 30, 
1947. The earnings for the 12 
months ended June 30, 1948; 
amount to approximately $2.84 | 
per share on the 1,916,805 shares | 
of common stock to be outstand- | 
ing after the elimination of the | 
preferred stock. | 

For the past vear dividends have. 
been paid on the common stock 
at the rate of 50 cents per share! 
quarterly, ' 
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ments at current preduction rates. 
Voluntary allocations don't cut into total steel supply, but they 
do work to the disadvantage of those not making “essential” products. 


This is what is worrying manufacturers of automobiles, refrigerators, 


office furniture and other consumer goods. And some of them are 
particularly concerned over growing tightness in alloy steel bars 
a condition that will be intensified when military orders are steppec 
up. “The Iron Age” observes. 

_ The American Iron and Steel Institute announced on Monday oi 
this week the operating rate of steel com»anies having 94% of the 
steel-making capacity of the industry wiil be 95.07% oz capacity for 
ithe week beginning Aug. 16, 1948, an increase of 0.1 points, or 0.1%, 
from last week. A month ago the indicated rate was 93.1%. 


This week’s operating rate is equivalent to 1,712,400 tons of stee! | 


ingots.and castings as against 1,710,500 tons last week, 1,¢78,100 tons 
a month ago, 1,623,060 tons, or 92.6% of the old capacity one year 
ago and 1,281,210 tons for the average week in 1940, highest prewar 
year. 
ELECTRIC OUTPUT RECEDES FURTHER FOLLOWING 
THREE-WEEK RISE 

The amount of electrical energy distributed by the electric light 
and power industry for the week ended Aug, 14, was 5,317,724,000 
KWh., according to the Edison Eiectric Institute. This was a decrease 
of 1,685,000 kwh. below the output in the preceding week and 394,- 
724,000 kwh. or 8.0% higher than the figure reported for the week 
ended Aug. 16, 1947. 
output reported for ithe corresponding pericd two years ago. 


CARLOADINGS DECLINE SLIGHTLY FOR WEEK 


Loadings of revenue freight for the week ended Aug. 7, 1948, 
totaled 878,901 cars, according to the Association of American Rail- 
roads. This was 2 decrease of 15,480 cars, or 1.7% below the pre- 
ceding week, and a decrease of 26,343 cars, or 2.9% below the corre- 
sponding week in 1947 and 20,185 cars, or 2.2% below the same week 
in 1946. 


AUTO OUTPUT HIGHER DESPITE SUPPLIERS’ STRIKE 

Production of cars and trucks in the United States and Canada 
advanced to 112,102 units from 108,864 (revised) units the previous 
week, according to ‘“Ward’s Automotive Reports.” 


Most of the increase came from the resumption of operations 
of two of the “big three’ producers in Canada after vacation 
closings. 


Output in the similar period a year ago was 83,501 units and, in 


the like week of 1941 when model changeovers were taking place it | 


was 45,550 units. 

This week’s output consisted of 80,044 cars and 27,272 trucks 
made in the United States and 3,187 cars and 1,599 trucks made in 
Canada. 


BUSINESS FATLURES EASE SLIGHTLY 

Commercial and industrial failures declined fo 103 in the week 
ended Aug. 12, from 116 in the previous week, reports Dun & Brad- 
street, Inc. The week’s total compared with 78 in the comparable 
1947 week, and was over five times as numerous as in 1946. Total 
casualties remained considerably less than in prewar years; 253 
failures occurred in the corresponding week of 1939. 


It was also 895,482,000 kwh. in cxcess of the | 


'ume remained small. 

| RETAIL AND WHOLESALE TRADE MODERATELY ABOVE 
PRECEDING WEEK AND YEAR AGO 

Consumer buying increased slightly during the past week. Dollar 

| volume compared favorably with the previous week and was moder- 


>| ately above the level of the corresponding week a vear ago, Dun & 


| Bradstreet, Inc., reports in its review of trade for the period ending 
'on Wednesday of last week. Purchases of luxury and higher priced 
items of many types declined considerably. Retailers in many parts 
of the country reported continued favorable response to further clear- 
ance sales of seasonal goods. Promotions of Fall merchandise re- 
|ceived increased consumer attention this week. 

Many young people purchased clothing suitable for school with 
velveteen and corduroy jumpers and tailoied blouses in especially 
high favor. Early consumer response to August fur sales was moder— 
ate, but untrimmed lightweight woolen coats sold well. The demand 
for men’s apparel during the week fell siightly below the level of 
both the previous week and the corresponding week a year ago. 

Food volume remained at a very high level the past week and 
was slightly above that of the similar week in 1947. 

The demand fer fresh meat continued to diminish as prices 
remained at a high level. 

Purchases of some dairy products were adversely affected by 
increased prices last week in some parts of the country. The deman@ 
for fresh vegetables and fruits was steady at a high level. Most 
frozen foods sold well, but requests for some canned goods were 
limited. ; 

Consumers sought many branded appliances at moderate prices. 
Refrigerators, radios and television sets were in moderate demand. 
Some types of hardware, paints and building supplies continued to 
be purchased in large quantities. The demand for vacation items 
decreased slightly following unfavorable weather in some sections. 

Retail volume for the country in the period ended on Wednesday 
of last week was estimated to be from 6 to 16% above that of a year 
ago. 

While the volume of wholesale trade was almost unchanged 
during the week. it was slightly above that of the comparable week 
a year ago. An increasing restraint was noted in the wholesale pur- 
chases of some commodities as many buyers awaited further price 
developments. Deliveries generally continued to be prompt. 

Department store sales on a country-wide basis, as taken from 
the Federal Reserve Board’s index for the week ended Aug. 7, 1948, 
'increased by 16% from the like period of last year. This compared 
with an increase of 7% in the preceding week. For the four weeks 
ended Aug. 7, 1948, sales increased by 10%, and for the year te 
date by 7%. 

Retail trade in New York last week showed little if any 
change in activity from that of recent weeks, while in wholesale 
markets, buying reflected strength in popular and medium-priced 
merchandise. 

According to the Federal Reserve Board’s index, department 
| store sales in New York City for the weekly period to Aug. 7, 1948, 
| increased 12% above the same period last year. This compared with 
'an increase of 4% in the preceding week. For the four weeks ended 
| Aug. 7, 1948, sales increased by 6% and for the year to date by 6%. 
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= come out of it with a loss.'a few more false moves. So! sider whether any given step by any part of the Federal 
Tomorrow’s It’s hard to buy when nobody if you’re going to dive in| Government has important implications concerning the 


Markets 
Walter Whyte 
Says — 


——= By WALTER WHYTE" 


Don’t let active days push 
you into action. Backing and 
filling still in progress. No 
change in immediate outlook 
indicated. 


j 
j 
} 
j 




















At least one day of last’ 
week’s market hung up some! 


kind of record for dullness, if 
you’re interested. The reason 
I mention it at all is that I 
feel this column will hang up. 
a similar record. 


Watching a crawling ticker | 
tape move sluggishly across| 
a translux or fingering it as| 
it comes out of the ticker is) 
one way of inducing sleep. | 
Long pauses between ticks) 
evoke yawns. And how does) 
one transform yawns _into| 
vibrant words? Buy-sell — | 
sell - buy—what—when—ho- | 
hum, what difference does it | 
make and who’s interested. | 

It is under such conditions, 
however, that the ground-| 
work is often laid for a move} 
that may jolt the boys into 
wakefulness. 

Last week I spoke about a 
zig-zag market. In the old 
days such a market was food 
and fodder for short-term 
traders. The floor lads who 
could get in and out on frac- 
tions could always fatten 
their accounts in such mar- 
kets. Today that’s out. It 
costs too much and the prof- 
its, if any, go down the drain 
in taxes, etc. 

This means that to make 
any money today one has to 
make a commitment and ride 
it for all its worth in order to 
come out of a trade with 
black ink. 

* 


All this boils down to the 
following: On dull days, with 
activity nil, is the time to get 
aboard, if you’re going to get 
aboard at all. You then will) 
have to show the patience of 
an Indian in ambush. 
then you may 
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a little more life. Prices Aug. 12. 
went up and volume _in- 
‘creased. A couple of more) More next Thursday. 


Even | 
e caught and_| 


may be affected by governmental action, but hardly more 


wants them. It’s just as hard 


window if they get active and move. 
you've got the cash. In fact ; ° 
this whole business of trad-| The stocks I mentioned 


ing, even for long-term prof- here last week are still the 
its, isn’t easy. But if you ones I favor. Rather than 
really want to make money give you exact prices I sug- 
by buying low and selling gest they be _ purchased 
high (where did I hear this around last Friday’s lows. The 
before?) you’ll have to learn stocks are Allegheny Ludlum, 
to buy them when nobody American Smelters, Armco 
wants them. Steel, Babcock Wilcox, Colo- 

* rado Fuel, etc. For a com- 


Tuesday’s market showed plete list refer to column of 


days like that and the bulls 
will start bellowing. I sug-| 
gest you plug your ears up) 


—Walter Whyte 


[The views expressed in this 


} : article do not necessarily at any 
and let them bellow. I think | time coincide with those of the 


the market is going higher Chronicle. They are presented as 
but not without first making those of the author only.] 


As We See It 


(Continued from first page) 


tion in the early Thirties of the notion that somehow 
prosperity could be restored by reducing money rates 
to something approaching zero. It is therefore painfully 
obvious that such changes in these rates can of them- 
selves have little if any significance. 





“Psychological Effects” 


wait until the bears begin | 
to stay away from the order growling and then make your 





The hoped-for effect is accordingly spoken of as “‘psy-| 
chological,’ and there are those, a good many of them| 
outside government offices, who believe that it may be 
substantial not only in the money market as such but 
throughout the business community. In this belief they are | 
strengthened by the fact that recent legislation restores the 
power of Reserve authorities over personal credit, or impor- 
tant segments of it, and enlarges their power over the} 
reserve requirements of member banks. They may or may 





not prove in the event to be correct, but meanwhile it may 
be profitable to inquire a little more closely into the real) 
nature of this thing now commonly termed ‘‘the psychologi- | 
cal effect” of such steps as these. | 


We do not see how any theughtful person can 
escape the conclusion that any “psychological effect” 
produced in this way at this time must be the direct 
result of inferences drawn as to what government 
thinks of the existing situation and outlook, what gov- | 
ernment would like to have business do, and what 
government is prepared to do to persuade or, perhaps, | 
to force business to do its bidding. In the old days when | 
business was left largely to run itself, changes in dis- 
count rates and various other “indications” were often 
regarded as having a “‘psychological effect” for the rea- 
son that they were believed to indicate the views of 
large and influential financial interests and to give some 
clue as to what these interests were likely to do in the 
calculably near future—e.g. whether they could be ex- 
pected to proceed with vigor to new undertakings, to the 
expansion of old undertakings, at all events to full use of 
existing facilities, and in general to the pursuit of their 
own affairs in such a way as to suggest confidence in 
the outlook and to create conditions in which the econ- 
omy as a whole would flourish and grow. 


probable lines of-action by other parts of the Federal estab- 
lishment. 


In this connection it must, of course, be fully 
recognized that the Administration in Washington is 
rarely consistent within itself. It is indeed the rule 
rather than the exception for governmental policy, as 
expressed through one department or as revealed in 
one facet of governmental activity, to be quite incon- 
sistent with that to be observed in others. That is con- 
spicuously true today. The President cries out 
continuously about inflation, and now belatedly the 
Treasury climbs aboard with certain gestures in con- 
nection with coming refundings which are promptly 
labeled—or indeed labeled in advance—anti-inflation- 
ary. Yet nowhere does there appear to be the least 
concern about the volume of unnecessary government 
spending. Indeed, the agricultural policy and the atti- 
tude of the Administration regarding housing, to say 
nothing of fereign grants-in-aid (or what amount to 
that) shriek inflation. To undertake to read the mind of 
a government (saturated with managed-economy ideas 
but a victim of political thinking) from one step, or two 
or three steps taken in one or closely allied fields, with- 
out consideration for what it is doing or saying in others, 
would, accordingly, be a blunder of the first order of 
magnitude. 


Victim of Its Own Management 


Again, this all-wise government, which some at least 
would like to see call the turns in business management, 
has become in substantial part a victim of its past manage- 
ment. It has become politically enslaved to the farmer. It 
can not, or doubtless believes it can not, free itself even if 


| it wished to do so. Its farm policy must reflect this state 
of affairs regardless of what may be the prevailing view 


about inflation. Much the same is to be said of the veteran, 
upon whom untold dollars are being and will continue to 
be expended. Labor unions are in more or less the same 
category. Social security and all the rest come high. 


But, most of all perhaps, the Federal Government 
has tied its own hands in that very field in which it has 
begun some feeble anti-inflation action—or at least its 
hands are tied unless it is willing, as it evidently is not, 
to take very drastic steps to set the situation aright. 
The inflation which has arisen in recent years does not 
rest on excessive business borrowing, but on enormous 
bank holdings of government obligations. These hold- 
ings, moreover, have been acquired at prices which 
reflected not normal conditions but a highly manipu- 
lated market. It takes very little to bring the jitters to 
such a market—as those who watch over it have often 
found by experience. Moreover, so great is the result- 
ing supply of money that the degree in which it is 
utilized has become far more important than minor 
changes in the supply. The authorities, unwilling to 
undertake major surgery, must in order to succeed find 
some way to discourage people from using the money 
they already possess, without at the same time taking 
the props from under the government bond market. 


The task the government is undertaking is a delicate 
one and the price of blunders is high. We suspect that fear 
of inaptitude is at the root of much of the “psychological 


effect” so often spoken of. 


ceeds will be used to provide for 
not more than 75% of the actual 


| Halsey Stuart Offers 


Two Equipment Issues 


On Aug. 11 Halsey Stuart & Co. 
Inc., was the successful bidder for 
two issues of equipment trust cer- 


| tificates, viz.: International Great | 


Different Implications 
Now, obviously these steps which have been taken 
lately can have no such implications as this—at least not 
directly. They may possibly have some such implication in 
so far as the behavior of leading industrialists and financiers 


than that. The Federal Reserve is now more than ever a 
semi-governmental agency, and, moreover, its hands are 
very securely shackled by conditions which it, and the other 
Federal authorities, have permitted to grow up in recent. 
years. It would be absurd to suppose that the opinions or 
the actions of the Reserve authorities today reflect the views 
of influential private business or financial leaders in the, 
sense that was the case prior to the rise of the New Deal. | 
Moreover, the Treasury today plays a very important direct 
role in the money market, and the Federal Government in| 
general has long ago taken over responsibility for the. 
economic welfare of the nation. One must now always con-| 


‘due $158,000 


Northern RR. $1,640,000 25.3% 
serial equipment trust certificates, 
series AA, due $164,000 annually 
September 1, 1949-1958, inclusive, 
and $1,580,000 St. Louis Browns- | 
ville & Mexico Ry. 2°% equip- 
ment trust certificates, series AA, 
annually Sept. 1, 
1949-1958, inclusive. 

The International Great North- 
ern RR.—Certificates, issued un- 
der the Philadelphia plan, were 


reoffered subject to ICC author- | than 75%. af. the actual cost. .aathe 


according to maturity. | mated at $2,107,800 of the follow- 


'ization, at prices to yield 1.75% 


to 2.875%, 
The certificates will 
conditionally guaranteed 


be 
as 


un- 
to 


par value and dividends by en-| 


dorsement by Guy A. Thompson 
as trustee of the property of the 
road, and not individually. Pro- 


| ditionally 


|road, and not individually. 


cost, estimated at $2,195,503, of 
the following new standard-gauge 
railroad equipment: four 4,500 h.p. 
diesel freight locomotives: three 
De Luxe coaches, and one diner- 
lounge car. 

The St. Louis Brownsville & 
Mexico Ry.—Certificates were re- 
offered, subject to ICC authoriza- 
tion, at prices to yield 1.75% to 
2.875%, according to maturity. The 
certificates, issued under the 
Philadelphia plan, will be uncon- 
guaranteed as to par 
value and dividends by endorse- 
ment by Guy A. Thompson as 
trustee of the property of the rail. 
The 
proceeds will provide for not more 


ing new standard gauge railroad 
equipment: two mail and baggage 
cars; two grill coaches: six De 
Luxe coaches; four 1,500 hp. 
diesel road switcher locomotives; 
and six 1,000 h.p. diesel switch- 
ing locomotives. 
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Truman Foresees $14 Billion Budget Deficit 


(Continued from page 3) 

the Cuougress. wnich permit gov- 
ernment agencies to incur obliga- 
tions. Expenditures occur when 
‘obligations are paid; they do not 
necessarily coincide with Con- 
-gressional authorizations any 
Ziven fiscal vear. 

The 80th Congress in its second 
session reduced annual definite 
appropriations, reiating to both 
the fiscal years 1948 and 1949, by 
2.7 billion dollars below the 
.amount which I submitted. For 
several reasons, however, this fig- 
ure does not realisticaly reflect 
the results of Congressional ac- 
tions. It relates to orly one seg- 
ment of the budgetary actions of 
the session. It ignores types of 
authorizations other than appro- 
priations, such as loan and con- 
tract authorizations, which the 
Congress increased more than one 
billion dollars over recom- 
mendations. It does nct allow, of 
course, for the supplemental ap- 
propriations for 1949 which will 
-be required before the close of 
the year. 

A better perspective may 
obtained from the following: 

I submitted for the fiscal year 
1949 specific requests for appro- 
priations and other forms of au- 
thorizations totaling 36.3 billion 
dollars. Congressional enactments 
to date, together with permanent 
appropriations, amount to 34.6 
billion dollars, or 1.7 billion dol- 
lars less than requested. These 
Congressional! reductions in au- 
thorizations will have to be re- 
stored for some items, such as 
veterans’ allowances and _ postal 
expenditures. Furthermore, it will 
be necessary to provide appro- 
priations to carry out several laws 
enacted by the Congress for which 
it made no financial provision— 
such as the increases in Federal 
employees’ salaries and veterans’ 
pensions. Finally, a number 
programs, such as _ international 
aid, will require additional appro- 
priations. In all, it is now esti- 
mated that it will be necessary 
later this year to request 3.6 bill- 
ion dollars 


in 


~ 
aa 


be 


as supplemental ap- 
propriations. 
PART II 
Major Changes in Expenditures by 
Function 


Expenditures for the fiscal year 
1949 are now expected to be $2.6 


of 


billion higher than they were in 
the January Budget (Table 2.) 

Major changes in expenditure 
estimates since January include: 

An enlarged national defense 
program, including expanded air 
strength and increases in military 
personnel, with added expendi- 
tures in 1949 of 1.1 billion dollars. 
This takes into account a reduc- 
tion of 400 million dollars result- 
ing from failure to enact a univer- 
sal training program. 

Higher readjustment benefits 
and pensions for veterans, which 
will increase expenditures for vet- 
erans’ programs Fy 689 million 
dollars. 


Increased tax refunds amount- 
ing to 799 million dellars, result- 
ing chiefly from the new tax law. 

Larger mortgage purchases, 
which will increase expenditures 
for housing and community facil- 
ities by 289 million dollars. 

There have also been some 
major reductions in the 1949 
Budget since it was transmitted 
last January. In large measure, 
these result from the failure of 
the Congress to enact legislation 


which I have recommended, such | 


as Federal aid to education, and 
for which estimates of expendi- 


tures were included in the Janu- | 


ary Budget. 


The estimates of expenditures | 


which follow are based not only 
on appropriations ana authoriza- 
tions already enacted, but also 
upon anticipated 
which it will be necessary to sub- 
mit to the next session 
Congress. 


National Defense 


Expenditures for national de- 
fense are now estimated at 12.1 
billion dollars for the fiscal year 
1949, an increase of 1.1 billion 
dollars above the January esti- 
mate and 1.5 billion dollars above 
the amount spent in 1948. The 
increase since the. Budget was 
transmitted in January deflects 
the initial impact upon Budget 
expenditures of the expanded mil- 
itary program enactz2d last spring. 

Within the total of 12.1 billion 
dollars in estimated expenditures 
for the national defense program, 
4.8 billion dollars, or 40%, will be 
spent for the pay and mainten- 
ance of military personnel. 

Expenditures in other defense 
categories for fiscal 1949 are pro- 


TABLE 1 
Budget Totals 


(In millions) 


~——1949 Estimated 
1947 





1948 Budget Revision 

Actual Actual Jan., 1948 Aug., 1948 

io | —— a a re! $43,050 $44,486 $44,402 $40,658 

ney 8) i 0) 42,296 36,066 39,594 42,203 

Surplus (+) or Deficit (—) +754 + 8,419 +4,808 —1,545 
Adjustment for Foreign Eco- 
nomic Cooperation Trust 

Fund .- Bee We ea Er. —3,000 —3,000 | 

AGsusted Surplus .........- +5,419 + 1,455 


*Budget receipts and expenditures in this review exclude payments into the 
Treasury by wholly-owned government corporations for retirement of capital stock 


or for dividends. 


Such transactions, previously included in Budget totals, simply 
inflate both receipts and expenditures by equal amounts. 


They do not represent 


operating costs, nor do they affect the size of the Budget surplus or deficit. 


TABLE 2 


Budget Expendit 


ures by Function 


(In millions) 


Function 
Wational defense —----- : 
International affairs and finance 
‘Veterans’ services and benefits— 
Soc’! welfare, health, and secur. 
Housing & community facilities 
Education and general research 
Agriculture & agric’l resources 
Mesure: resources. ....._2.-...- 
Transportation & communicat’n 
Finance, commerce, & industry 
ae ST ne ey eae 
General government ______.--- 
Interest on the public debt 
Refunds of receipts__________ 
Reserve for contingencies_____~- 
Adjust. to Daily Treas. Statem’t 





1949 Estima ted————_—— 
1948 





Total Budget expenditures__-_ 


NOTE: Detailed figures do not necessarily add to totals due to 


rounding, 


supplementals | 





| to China 


jected at an increased rate over 
1948. Payments for aircraft pro- 
curement in 1949 will increase by 
520 million dollars to a total of 1.3 
billion. dollars. Expenditures for 
procurement of ordnance and 
other equipment and supplies are 


also expected to rise. Payments 
for strategic materials for the 


stockpiling program are estimated 
to increase from 84 million dollars 
in 1948 to 300 million dollars this 
fiscal year. 

Increased authorizations for 
1949 will result in still higher 
expenditures in 1950. The trend 
of expenditures beycnd 1949 is 
indicated by the fact that appro- 
priations and contract authoriza- 
tions enacted amount to 14.3 bill- 
ion dollars—inecluding 2.9 billion 
dollars made available late in the 
fiscal year 1948. This compares 
with my recommendation of 10.9 
billion dollars in the January 
Budget plus more than 3.8 billion 
dollars of increased recommenda- 
tions which I submitted during the 
spring to meet our changed secur- 
ity requirements in the light of 
world conditions. Thus there was 
a net reduction of 400 million 
dollars below my recommended 
authorizations. 

The Congress made certain re- 
visions and changes in my recom- 
mendations, resulting in a net 
increase of 110 million dollars. 
Increases of 880 million dollars 
were authorized, above my recom- 
mendations, princivally for air- 
craft procurement for the Air 


| Force. New authority enacted for 
of the | 


other military programs was 770 
million dollars less than I re- 


| quested. 


On the other hand, this review 
omits appropriations cf 500 mill- 
ion dollars tentatively included 
in the January estimates for the 
proposed universal training pro- 
gram, which was rot enacted. 
However, a new program for 
training 161,000 16-vear-old vol- 
untary enlistees was enacted and 
authority granted to cover initial 
expenses from the appropriations 
already made for the National 
Military Establishment. Whether 
or not supplemental appropria- 
tions for this new program will 
be necessary can cnly be deter- 
mined by later reviews of the 
military program. 


International Affairs and Finance 

Expenditures for international 
aid programs are ncw estimated 
at 7.0 billion dollars, the same as 
in January. Actual expenditures 
in 1948 were 4.7 billion dollars. 

More than hali cf all interna- 
tional expenditures in the fiscal 
year 1949 will be required for aid 
to Europe under tne Economic 
Cooperation Act. In January, ex- 
penditures for this program were 
estimated at 4 billion dollars for 
1949: they are now estimated at 
3.8 billion dollars. This down- 
ward revision results largely from 
the Congressional reduction of the 
initial appropriation by 245 mill- 
ion dollars. 

Expenditures for Greek-Turk- 
ish aid in 1949 are now projected 


| at 385 million dollars, 181 million 


dollars above the January Budget, 
largely due to shipments and pay- 
ments delayed from the fiscal 
year 1948. 

Estimated expendiiures for aid 
in 1949 have been re- 
vised upward, from 240 million 
dollars to 359 million dojlars, to 
reflect, the increased program en- 
acted since last January. 

Expenditures under the Army's 


program for relief and recon- 
structtion in the occupied areas 
are now expected tc total 1,280 


million dollars, a reduction of 79 
million dollars since January. 
This decline is mainly in the re- 


|construction portion of the pro- 


Budget Revision Net 

Actual Jan., 1948 Aug., 1948 Change 
$10,648 $11,025 $12,140 +$1,115 
4.745 7,009 7,010 + 1) 
6,563 6,102 6,791 +689 
1,946 2,027 2,009 -— 18 
96 38 327 +289 
73 387 86 —301 | 
687 838 868 + 30 
1,095 1,625 1,586 — 39) 
1,269 1,646 1,835 +189 
95 185 we —108 
97 116 98 — 18 
1,390 1,157 1,187 + 30 
5,211 5,250 5,300 + 50 
2,309 1,090 2,780 +799 | gram. 
"158 ( , —100 Although the Congress reduced 
. —s ai fae “--~|\ the recommended authorization 
$36,056 $39,594 $42,203 +-$2,609) 


for the European aid program by 
1.5 billion dollars, it provided that 
on recommendation by the Eco- 


‘nomic Cooperation Administrator 





and with my approval, the funds 
appropriated could be fuily obli- 
gated by April 2, 1949. To permit 
this program to go torward with- 
out interruption during the last 
quarter of the fiscal year, addi- 
tional authority and appropria- 
tions will probably be necessary. 
I am therefore including in this 
review a tentative estimate of 1.5 
billion dollars for a supplemental 
appropriation. Its enactment will 
not have a significant effect on 
expenditures until the fiscal year 
1950. 


Veterans’ Services and Benefits 

Expenditures for veterans’ pro- 
grams for the fiscal year 1949 are 
now estimated at nearly 6.8 bill- 
ion dollars. This is an increase of 
689 million dollars over the Jan- 
uary estimate and is 228 million 
dollars more than was actually 
spent in the fiscal year 1948. 

Nearly four-fifths of the ex- 
penditures will be direct cash 
payments in the form of pensions 
and readjustment benefits, includ- 
ing education and training bene- 
fits. 

Expenditures for readjustment 
benefits are now estimated at 3.2 
billion dollars in fiscal 1949— 
nearly 600 million dollars higher 
than in January. Most of the in- 
crease results from new laws pro- 
viding increased subsistence al- 
lowances in the educational pro- 
pram and more liberal allowances 
for on-the-job trainees which will 
add expenditures ef about 550 
rnillion dollars. Furtinermore, ex- 
penditures will be increased be- 
cause of bigger enrollments in the 
education and job-training pro- 
grams and higher per capita tui- 
tion costs. On the other hand, 
newly enacted limitations on avo- 
cational and recreational training 
will resuit in estimated savings 
of 100 miilion dollars. 

Expenditures for veterans’ pen- 
sions, including subsistence allow- 
ances for disabled trainees, are 
now estimated at nearly 2.2 bill- 
ion-dollars in fiscal 1949. New 
laws provide higher compensa- 
tion for dependents of deceased 
veterans and for dependents of 
veterans with major disabilities 
These will add an estimated 100 
million dollars of expenditures 


during the fiscal year 1949, and 
larger expenditures in future 
years. 


Two other major revisions are |! 
also made in expenaiture esti- 
mates for the veterans’ program. 
Additional transfers to the Na- 
tional Service Life Insurance trust 
fund required by a revaluation of 
the government’s liabilities for 
war risk cases probably will re- | 
quire 200 million dcllars more 
than was estimated in January. 
The lag in construction of vet- 
erans’ hospital and domiciliary 
facilities, however, results in an 
almost equal reduction in esti- 
mated expenditures for 1949. 

Supplemental apprcpriations of 
942 million dollars for veterans’ 
programs are now anticipated for 
the remainder of the fiscal year 
1949 to restore necessary amounts 
eliminated by the Congress and to | 
cover the higher expenditures | 
required by new laws and _ in- 
creased program needs. 


Social Welfare, Health, 
‘and Security 

For the fiscal year 
penditures for social 
health, and security are now 
estimated at 2.0 biliion dollars. 
approximately the same as in the 
January Budget. 

The Budget estimates last Jan- 
uary, however, included expendi- 
tures for putting into effect pro- 
posed legislation to provide a 
much more adequate program, 
with greater emphasis on contrib- 
utory social insurance. Instead, | 
the Congress enacted, over my 
vetoes, revisions which narrowed | 
the coverage and thereby weak- 
ened the system of old-age and 
survivors’ insurance. 

Because the existing temporary 
provisions governing grants to| 
States for public assistance were 
liberalized, the revised expendi- | 


1949, 
welfare, 


Cz= | 


| ture 


ture estimates assume a supple- 
mental appropriation of 120 mill- 
ion dollars to provide these larger 
grants in this fiscal year. 
Estimated expenditures for 
transfers to the railroad retire- 
ment trust account do not include 
175 million dollars which would 
be required under present law 
during 1949 or 1950 to cover the 
military service credits earned by 
railroad employees. Good budget- 


ing requires that this law be 
changed, so that these transfers 
may be made annually on the 


basis of claims actually approved 
as workers retire in the years 
vhead, rather than on a conjec- 
tural, lump-sum basis, estimated 
far in advance, as the law now 
requires. 


Housing and Community 
Facilities 
Expenditures for housing and 
community facilities in 1949, 
which were estimated at 38 mill- 
ion dollars last January, are now 
estimated at 327 million dollars. 
Purchases of guaranteed housing 


mortgages by the Federal Na- 
tional Mortgage Association (a 


subsidiary of the Reconstruction 
Finance Corporation) are expect- 
ed to be roughly 300 million dol- 
lars, partly to meet commitments 
to purchase mortgages insured by 
Federal Housing Administration, 
and partly under new legislation 
authorizing purchases of mort- 
gages guaranteed by the Veterans 
Administration. The actual 
amount of mortgage purchases 
will depend on developments in 
the housing and morigage markets 
which cannct be accurately pre- 
dicted now. 

The Congress failed to enact 
major elements of the comprehen- 
sive housing program, which I 
recommended, and did not accept 
my recommendation to revive the 
authority of the Federal Works 
Agency to make advances to State 
and local governments for the 
planning of their public works. 
This reduces expenciture esti- 
mates by 44 million dollars. 


Education and General Research 


Expenditures for education and 
general] research in fiscal 1949 are. 
now estimated at 86 million dol- 
lars—301 million dollars less than 
in the January Budget. This re- 
sults primarily from Congres- 
sional failure to provide general 
assistance for elementary and sec- 
ondary education. An estimated 
expenditure of 290 million dollars ° 
was included for this program in 
the Jaruary Budget. The Congress 
also did not establish a national 
science foundation, which had 
been expected to spend five mil- 
lion dollars this year. 


Agriculture and Agricultural 
Resources 


Programs to promote agricul- 
and conserve and develop 
our agricultural resources will re- 
quire expenditures of 868 million 
dollars in the fiscal year 1949, 30 
million dollars more than the 
January estimate. 

The Congress enacted a more 
flexible price support program, 
such as I recommended, but post- 
poned its effective date. This post- 
ponement will result in increased 
expenditures during the _ fiscal 
vear 1949 above these estimated 


'in January. This increase will be 


offset, however, by larger repay- 
ments on commodity loans than 
were previously anticipated. In- 
creases in prices paid by farmers 
during the past year and a half, 
coupled with decreases in prices 
received by farmers for some 


agricultural commodities, such as 


wheat, cotton and potatoes, have 
narrowed or eliminated the mar- 
gin between market prices and 
minimum support levels. Under 
these circumstances, expenditure 
estimates in this field must be 
regarded as tentative. 
Increased authcrizations for 
Rural Electrification Administra- 


'tion loans, and higher conserva- 


tion and use payments authorized 
(Continued on page 32) 
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Truman Foresees $14 Billion Budget Deficit 


(Continued from page 31) 
for the 1949 crop year, will not 
materially affect expenditures un- 
til the fiscal year 1950. 


Natural Resources 


The revised estimate of 1.6 bill-| 


to begin construction of a steam 


| plant, although this piant is need- 


ed to assure an adeouate and flex- 
ible power supply within the TVA 
system. In addition it denied all 
appropriations for new construc- 
tion in the southwestern power 


ion dollars for the conservation | transmission system. 


and development of our natural 
resources during the fiscal year 
i949 is 39 
1948 


million dollars above the 


level. Almost 90% cf all expendi-| Federal expenditures for 


million dellars below | 
the January estimate and 491 | 


Transportation and 
Communication 


A sharp rise in the postal deficit 


is the chief factor which increases 


the 


tures for natural resources in 1949 | transportation and cominunication 


will be devoted to atomic energy, 
flood control, reclamation and 
power. 

Expenditures for the develop- 
ment and control of utomic energy 
are estimated to be $648 million, 
$26 million less than the January 
estimate. 
effect of reductions in appropri- 
ations, offset in part by an accel- 
eration of work already under 
way and expenditures for activi- 
ties not anticipated in earlier esti- 
mates. 

The Congress reduced appro- 
priations on approximately one- 
third of the Corps of Engineers 
#iood control projects under way 
and disallowed funds for five 
projects, but added funds to start 
22 projects not in my recommen- 
dations. The net result will be 
to increase expenditures substan- 
Wally during future years. 
Appropriations for the Bureau of 
Reclamation were reduced, thus 
delaying reclamation work in the 
great basin areas of the West. 
Expenditures for these two pro- 
grams in 1949 will be 24 million 
dollars below the January esti- 
mate. 

The Congress reduced appro- 
priations in numerous cases which 
will have the effect of delaying the 
production and transmission of 
yower urgently needed to relieve 
present or anticipated shortages. 


activities 189 millicn dollars 


| above the January estimate. Ex- 
| penditures for this group of activ- 
| ities are 
| billion dollars. 


now estimated at o 


The postal deficit for the fiscal 


| year 1949 is now estimated at 539 
This change is the net | 
general fund. Last January 


million dollars, payable from the 
this 
deficit was estimated at 321 mill- 
ion dollars. The higher deficit is 
largely due to the fact that the 
cost of the pay raise recently en- 
acted for Post Office employees 
will be only partly covered by the 
increase in postal rates provided 
in the same legislation. There 
have also been increases in the 
prices of materials and in trans- 
portation costs. 


Changes in the outlcok for road 
construction result in a reduction | 
of 42 million dollars below the 
January estimate of expenditures 
for the Federal-aid highway pro- 
gram. Other transportation and 
communication programs show no 
significant changes in expenditure 
estimates for 1949. 

A number of major additions to 
the January estimates of appro- 
priations and authorizations have 
been enacted, which will not’! 
affect expenditures until the fiscal 
year 1950. The main increases are 
470 million dollars authorized for 
public roads in the Federal-Aid 
Highway Act of 1948, and 65 mili- | 


| eral 


added by the Congress which will | 
result in higher expenditures in 
later years. 
As part of 
program for 
emphasis will 





eivil aviation 
1949, considerable 
continue, to be 
placed upon the installation of | 
airway and landing aids which | 
will further improve safety and | 
regularity of flight over the Fed- | 
airway system. While the | 
Congress reduced recommended | 
appropriations for the Civil Aero- | 
nautics Administration by some 57 | 
million dollars, the bulk of this 
reduction was offset by grants of | 
contract authority; there will be! 
no substantial change in estimated | 
expenditures. The Federal air- | 
ways program in 1949 will follow | 
in general the outlines laid down 
in the report oi the Radio Tech- 
nical Commission for Aeronautics. 
In addition, an Air Navigation 
Development Board has been es- | 
tablished to plan and coordinate 


the 


research and development work | 
required to achieve an all-! 
weather air traffic control and| 


navigation system suited to joint 
military and civil use. 


Finance, Commerce, and Industry 


Expenditures for government 
programs affecting finance, com- 
merce, and industry are now esti- 
mated at 77 million dollars, a re- 
duction of 108 million dollars from } 
the January estimate. Most of this 
amount had been included in the 
Budget to administer an adequate 
anti-inflation program, which was | 
not enacted. Reduced estimates of | 
Reconstruction Finance Corpora- | 
tion loans to business account for | 
most of the remaining decrease. | 

Supplemental apprcpriations of | 
22 million dollars will be re-| 
quired, principally to restore cuts | 
made in funds for the census of 
business and to extend the rent! 
control program. 





| position 
interest obligations held by banks | 


current fiscal year, or 50 million 


dollars higher than anticipated in 
the January Budget. 


Despite the reduction in the in- 


terest-bearing debt in 1948, in- 
terest payments will be 89 million 
dollars higher in 1949 than in 


| 1948. Accruals on savings bonds 


will continue to rise substantially 
as bonds purchased during the 
war approach maturily. In addi- 
tion, short-term interest rates 
have increased, and there has 
been a gradual shift in the com- 
of the dent from low- 


to higher rate securities held by 
government trust funcs and non- 
bank investors. 

Because some of these forces 
will continue to operate, the fail- 
ure to achieve any dcbt reduction 
in fiscal 1949 will probably mean 
even higher interest payments in 
1950. 

Refunds of Receipts 


Expenditures to refund over- 


| payments of taxes and other re- 


ceipts are estimated at 2.8 billion 
dollars. The estimate has been 
increased by 799 rnillion dollars 
since January, chiefly because the 


| Revenue Act of 1948 will require 


refund payments of nearly 700 
milion dollars. The 1948 experi- 
ence indicates that corporation tax 


refunds also will run above the 
levels previously expected. 


PART ill 


Receipts from and Payments 

to the Public 

Receipts from the public during 
the fiscal year 1949 are now esti- 
mated at 44.1 billion dollars and 
payments to the vublic at 42.7 
billion dollars. These totals in- 
clude trust accounts as well as 
Budget accounts, but exclude alf 
intragovernmental transactions, 
Accordingly, they show the flow 
of money between the Federal 
Government and the public. 

The excess of cash receipts over 
cash payments in the fiscal year 
1949 is now expected to be only 
1.4 billion dollars, compared with 
7.1 billion dollars estimated in the 
January Budget. This change re- 
flects a combination of a decline 


of 4.2 billion dollars in receipts 
and an increase of 1.5 billion 
dollars in payments. 

The excess of cash receipts 


arises largely from the accumula- 
tion of funds in the sccial security 
trust accounts during a period of 
full employment. This accumula= 
tion represents a reserve for fu- 
ture payments of old-age, unem- 
ployment, and similar benefits. 


= 


Why a Socialist 
Campaign in 1948 


(Custinued from page 16) 


aspects of the present cold war. 
Our present emphasis is on the 
necessity of averting an actual 
third world war while we work 
for the principles upon which ul- 
timate peace depends. Here we 
stress an American appeal for 
universal disarmament under ef- 
fective international controls. No 
other party and no other candi- 


| date has tried to spell out what 


for effective disarmament central 
in foreign policy. I should expect 


to produce an effect upon the 
Russian people by the appeal 
even assuming the probability 


that at first the dictatorship would 
refuse the necessary controls. A 
security alliance ought to be 
based on response to this appeak 
and they would be tar more ef- 
fective than a unilateral drive by 


ion dollars provided for Maritime 
Commission ship construction As | 


fi reduced appropriations for 
power features of a. number of | 
ymultiple-purpose ' {lcod control.|in the case of flood control, ap- | 
river and harbor, and reclamation | propriations for existing rivers 
projects. The Congress denied the! and harbors projecis were held 
request of the Tennessee Valley | below my recommendations, but | 





Authority for four million dollars 


numerous new projects were! 


THE BUDGET DOLLAR 


(FISCAL YEAR 1949 REVISED) 
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universal (not unilateral) disarm- America for an unattainable mil- 


Labor feel a aR 
' |}ament would mean, or how far jtary supremacy which would 
Expenditures for labor pro-| jit would have to go to end the keep peace only by fear. I think 
grams are now estimated at 98| armament race whose continuance ; security alliance under Article 


million dollars, 18 miilion dollars | 
below the January FEudget esti- 

mate. Of this decrease, 11 million 

dollars results from reduced ap- 

propriations for the United States | 
Employment Service and affili- 

ated State employment services. 

Most of the remainder’ results 

from Congressional failure to ap- | 
prove authorizing legislation for 

an expanded industrial safety pro- 

gram in the Department of Labor | 
and for the establishment of a na- | 
tional commission against dis- 

crimination in employment. 


General Government 


The estimated total of expendi- 
tures for general government in 
fiscal 1949 is now 1.2 billion dol- 
lars, 30 million dollars above the 
January estimate, and 203 million 
dollars below the 1942 total. The 


} largest expenditures in the gen- 


eral government category are for 
collecting taxes, for disposing of 
surplus property and for the gov- 
ernment payment toward the civil 
service employees’ retirement 
fund. 

The reduction below 1948 is 
primarily due to reduced admin- 
istrative expenses for disposing of 
surplus property, and to reduced 
interest payments by the Recon- 
struction Finance Corporation re- 
flecting the cancellation of its) 
war-created obligations to the 
Treasury. 

The increase since January al-| 
lows for some additions to the | 


staff of the Bureau of Internal | 


Revenue, to improve the admin- | 
istration of the tax laws. It in-| 
cludes also an upward revision in 
estimated expenditures for the re- 
turn of war dead. 


Interest on the Public Debt 
Interest payments on the public | 
debt are now estimated to in-!| 








crease to 5.3 billion dollars in the 


means ultimate war and an imme- 
diate frustration of any true eco- 


of the UN charter would be 
compatible with a continued and. 


JZ 


We live in 


| level, 
'may contribute to a quota force 


nomic rehabilitation. 
a time when it is dangerous non- 
sense to talk about the end of 
conflict as the only hope of avert- 
ing new war, and hence of stop- 
ping the race in arms. I should 
never want to cease from conflict 
against the secuiar religion of a 
slave state which Communism has 
become, or against the settled pur- 
pose of its leaders to impose that 
slavery on mankind. But for the 
sake of the very life of the human 
race, as even Communists may 
come to see, that conflict must be 
taken out of the realm of atomic 
destruction. Logically, it is to 
every rational man’s interest that 
there should be (a) universal 
abolition of military peacetime 
training, (b) demilitarization of 
narrow waterways and_ island 
bases, (c) the effective interna- 
tional control of atomic energy, 
and (d) the reduction of arma- 
ments and armed forces in each 
nation to something like a police 
except insofar as nations 


for international security. 


It is entirely true that this pro-: 


gram will require agreements not 


/now in sight, including the abo- 


lition of veto power in the en- 
forcement of those agreements. It 
is, however, a major mistake in 
winning the peoples of the world 


' that at present the American Gov- 


ernment, and some, at least, of the 
UN committees, are saying: “We'll 
drop talk of disarmament until the 
cold war is over.” What they 
should say is: ‘““‘We must have dis- 
armament, and to get it certain 
minimum agreements must be 
reached, including provision for 
international security.” The psy- 
chological difference is profound 
and important. 

I should make the answers of 
the nations to an American appeal 


even increased usefulness of the 
UN till the day when somethins 
better may be possible. This cen- 
tral idea in the realm of peace 
alone would justify our Socialist 
campaign. 


A Peoples Party Uncontrolled 

by Moscow 

There is a third major justi- 
fication for that campaign. And 
that is its direct contribution to 
an essential political realignment. 
This requires the building of a 
mass electoral party of the peo- 
ple peculiarly responsive to the 
needs of workers and farmers, b:t 
completeiy uncontrolled by Mos- 
cow. We need an American 
equivalent of the Canadian Co- 
operative Commonwealth Fed- 
eration. I am not predicting just 
how it will emerge from the pres-- 
ent confusion of politics. Some- 
thing will depend on what will 
happen to the Democratic Party 
now thai it has cut loose from its 
reliance on the Solid South. 
Something will depend upon the 
fate of the Wallace movement and 
a continued success of the Com- 
munists in fooling their well- 
meaning allies. More will de- 
pend upon the action of progres— 
sive labor leaders like Walter 
Reuther in the post-election pe- 
riod. 

In any case the quality of the 
party and the time and condition 
of its emergence may be pro- 
foundly affected by the size of 
cur Socialist vote and the excel- 
lence of the educational and or- 
ganizational campaign we are now 
carrying on. Tomorrow will bring 
no desirable political realignment 
in terms merely of a contest be- 
tween Dewey, Truman and Wal- 


lace and the forces they represent. 


The way to make your vote count 
will be tc vote the Socialist ticket. 
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Indications of Current Business Activity 


The following statistical tabulations cover production and other figures for the latest week or month available (dates 
shown in first column are either for the week or month ended on that date, or, in cases of quotations, are as of that date) : 


AMERICAN IRON AND STEEL INSTITUTE: 


Indicated steel operations (percent of capacity)_----.-_-_________s Aug. 
Equivalent to— 
Stee: ingots and castings produced (net tons)_--_----___________/ Aug. 


AMERICAN PETROLEUM INSTITUTE: 


22 
22 


Crude oil output—daily average (bbls. of 42 gallons each)_____-_ Aug. 7 
Crude runs to stills—daily average (bbls.)---_-_______-________-_ Aug. 7 
Gasoline output (bbls.)......__._____ ee ee eee SA Aug. 7 
8 SEES SE re TPE RE Ra TS Aug. 7 
Gas oil and distillate fuel oil output (bbis.)_----__-_----________. Aug. 7 
eR rea eee eee: Aug. 7 
tocks at refineries, at bulk terminals, in transit and in pipe lines— 
Finished and unfinished gasoline (bbls.) at--._.._-__-__..__._.__._.Aug. 7 
Kerosine (bbls.) at ---_____ OS Lat a ee eee Aug. 7 
Gas oil and distillate fuel oil (bbls.) at--_--.____._____________/ Aug. 7 
oe eee Oe eee eee 
ASSOCIATION OF AMERICAN RAILROADS: 
Revenue freight loaded (number of cars)_-__-______-___________ Aug. 7 
Revenue freight rec'd from connections (number of cars)____---_--J Aug. 7 
CIVIL ENGINEERING CONSTRUCTION, ENGINEERING NEWS- 
RECORDS: 
I Ur 7 i, SOOM a 5 Noo es eB Aug. 12 
Ot LT Lae Aug. 12 
Sn tn a ng Aug. 12 
uN em a a ed Aug. 12 
| i RES ete vh end RE OES Aleta hae ee ae eee Aug. 12 
COAL OUTPUT (U. S. BUREAU OF MINES): 
aeeuminous coal and Hentie (tons)... Aug. 7 
eerneyivanio anthracite (tons)... min rene eeemenns Aug. 7 
Ine OU a emanonansin Aug. 7 
DEPARTMENT STORE SALES INDEX—FEDERAL RESERVE SYS- 
TEM—1935-39 AVERAGE—100_____________________________. Aug. 7 
EDISON ELECTRIC INSTITUTE: 
weectric output (in O60 BO. —Aug. 14 
FAILURES (COMMERCIAL AND INDUSTRIAL)—DUN & BRAD- 
I ee a oe Aug. 12 
IRON AGE COMPOSITE PRICES: 
a ke RR ee ae ee ee ee ee eee Aug. 10 
a Oe ene ea ie ner eee Aug. 10 
a ee ee ee eee nea —Aug. 10 
METAL PRICES (EF. & M, J. QUOTATIONS): 
Electrolytic copper— 
EE EE OTe LS RSL SAL a ORT Aug. 11 
ES OS ES ERTIES EE Aug. 11 
a A a Aug. 11 
Ah aS ere eee iene: Aug. 11 
RS RE IRL Se ee ee Aug. 11 
Be ne) er ie SC Tee Th Aug. 11 
MOODY’S BOND PRICES DAILY AVERAGES: 
IIs a a a ek Rd a Ls Aug. 17 
eee NE RSE as Coe ae CRE a eae ee: Aug. 17 
REE DES CLA a a EEE RLN A eS Nee ee Ue ee en Aug. 17 
GREE ER RTS 3 ad eS ES a, OI ee a ae i ae Aug. 17 
ESE RE I et Ot eee ee, Aug. 17 
Baa___- BS RT ae ay eae eee ees es ie i ee Aug. 17 
I ES ESE LS ET Sa ee Aug. 17 
OS Ea Oe EES SE Aug. 17 
EEE VTE EE EE. Aug. 17 
MOODY'S BOND YIELD DAILY AVERAGES: 
I sn i Aug. 17 
NE EEL LEE EE EDEL CERNE Aug. 17 
cc Aug. 17 
RE RE ce ELE ES SEALE TTR SAR RES? Aug.-17 
EE A ea ee ee ee eS ae ny PE ONE ee BOE: Aug. 17 
TR EE SL ee eT REE. SE SEN Aug. 17 
GR aaa ee ene ae ee eh Aug. 17 
ag EERO AE CL A Aug. 17 
I shes eases euie aae Aug. 17 
MOODY'S COMMODITY INDEX____------------ a ES 
NATIONAL FERTILIZER ASSOCIATION—WHOLESALE COMMOD- 
ITY INDEX BY GROUPS—1935-39— 100: 
ar cc kell acer sede sats bs wa sas cn ag dn tani ccde idee Sh abinsinscentndh tees canine Aug. 14 
NN a EE, OE nee Aug. 14 
I i cea on hes mics es aecipeb acinaapdnenaten encase Aug. 14 
ES SLES Tee eae ae ee ag Se See aan mene Aug. 14 
a ia a as el EE ae Aug. 14 
I CS eA re ee een cadebaidadbis imsdiacis asa Aug. 14 
as Ra oe Sin ok alld = a exes piston aban me eaaaidasastie aide Aug. 14 
re RMONRAAS: “CCOUIOUR OE ase eed cts Sis eerie Aug. 14 
I ol a es os pcariendaleiniGaeh ns ot nest wages sis en chacaienimcncad sa anuinai Aug. 14 
a bl ack th en cael ead nba ba aint ecauila eed Aug. 14 
EEE SESS AER Se EO oe Dene ve Aug. 14 
IY Ge “NE ioe cme dechnnecce amu ca Shaareaseuee Aug. 14 
Ee ee ae ee sy eee he ae ee Aug. 14 
aha tl is bo ts btn tag kent eecEesle Md iahainideca ds Withee ak aknnihnlelee Aug. 14 
I a ci oa ea De gli Ain wot wh ce Aug. 14 
ccs aces achaianp uneannniacinn eametscaieaaees accel Aug. 14 
NATIONAL PAPERBOARD ASSOCIATION: 
I POEUNO CUD ei Se en Seem ngemmnnea names Aug. 7 
I ote li ci sc icine taceteiaet slnicnid semis Mn des anrinibiles en deta tes casananeeicemie al Aug. 7 
ON hg cece chink snstp cali th Bh a Shes Sine Saeed hg Aug. 7 
I IID” 0 TO ss cc sls Sint te dig epninabseehaachacems Aug. 7 
OIL, PAINT AND DRUG REPORTER PRICE INDEX—19°6-36 
AVERAGE — i100 Aug. 13 
WHOLESALE PRICES—U. S. DEPT. OF LABOR—1926—100: 
Sa anc ccc odessa ciscioserian dares ak cbc epessiagaemnedic ies eacameten ech oad times Aug. 7 
I I a eck on ies hehe cit dace fit Sen een cscs ws te eandgninsgna nei ics dhdccsin nes Aug. 7 
‘ I cancer nas a whales Sica Cassia ers ats incase dade eek einen a niecanieeinta Aug. 7 
i MURee NEE CEO OE EURO ks ii eon errs ocinmmeinshaaaieis Aug. 7 
: PT a ss een hee tined Aug. 7 
a ref OE REINER Aug. 7 
{ i i ai dias ia nlite adn einen imines hiicaatal Aug. 7 
j I a alesis tinea Sokal Aug. 7 
i ener eee EE MNO BOOUCUR 8. teen ceemmnecmmnnae Aug. 7 
| sche dbo incites iad a bn tind delsinabe aah Aug. 7 
: SCORE ict enc cement Aug. 7 
Special groups— 
Baha Se i Scitech em iaiasipee ncn i inelich Aug. 7 
ene ON si <a ssh lis ps inhi chao engiicinetionaiiananel Aug. 7 
H I I 1 a eo cise aiammmasigal Aug. 7 
All commodities other than farm products.___-___-_-_-_______-__- Aug. 7 
All commodities other than farm products and foods_____._____. Aug. 7 


*Revised figures. 
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7.669,000 
2,126,000 
7,044,000 
8,981,000 
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97,838,000 
21,299,000 
59.625,000 
66,911,000 
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68,310,600 
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65,684,000 
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7.925.000 
3,644,000 
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Ago 
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623,900 


104,500 
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3,507,000 
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047,000 | 
675,000 | 
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97,401,000 
24.425, 


32,976,000 
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030,000 
,946,000 


.798,000 
183,000 
135,300 
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,923,000 


3.19141c 
$36.52 
$40.42 


103.93 
117.20 
121.88 
120.22 
116.8 
110.15 
112.56 
118.60 
120.43 


223.9 
180.0 
257.4 
329.4 
260.8 
249.7 
182.4 
164.8 
218.0 
159.1 
221.9 
149.7 
128.0 
135.5 
127.1 
206.8 


169,653 | 
174,180 | 


97 
488,283 


140.4 


110.7 


166.4 
154.0 


161.1 | 
160.3 | 


149.9 


ALUMINUM WROUGHT PRODUCTS 
oF COMMERCE )—Month of June: 
Total shipments (thousand of pounds) 


(DEPT, 


AMERICAN IRON AND STEEL INSTITUTE: 
Steel ingots and steel for castings produced 
| (net tons)—Month of July 


| BUILDING CONSTRUCTION PERMIT VALU- 
ATION IN URBAN AREAS OF THE U. S. 
U. S. DEFT. 


OF LABOR Month of 
May (three 000 omitted): 
All building construction 
| New residential 
| New non-residential! 
| Addition alterations, etc 
BUILDING CONSTRUCTION—U. S. DEPT. OF 
LABOR Month of July in ‘millions): 
Total new nstruction 
rrivate construction 
Residential building inonfarm) 
Nonresidential building (no) n) 
Industrial 
Commercial . 
Warehouses, office and loft buildings__ 
Stores, rectauran and garages 
Other nonresidential buildin: _ 
Religiou a 
Eai tional] 
Huspital and Institutional 
te maining ypes - 
Farm construction 
Public utilitie: 
Railroad 
Telephone and telegraph 
Other public utilities = 
Public construction a 
Residential building 
Nonresidential building ‘other than 
military or naval facilities) is 
Industrial - 
Educational ws 
Hosvital . and institutional ‘at 
All other nonresidential] = 
Military and naval facilities oe 
Highways sin 
Sewer and water 


Miscellaneous public service enterprises__ 
Conservation and development —_ ‘ie 
All other public ~~ nae 
COMMERCIAL PAPER OUTSTANDING—FED- 
ERAL RESERVE BANK OF NEW YORK— 
As of Juiy 30 (in millions) a 
COMMERCIAL STEEL FORGINGS (DEPT. OF 
COMMERCE )—Month of June: 
Shipments (short tons) =o 
Unfilled orders at end of month (short tons 
COPPER INSTITUTE - For Month of July: 


Copper production in U. S. A. 
Crude (tons of 2,660 lbs.) - 
Refined ‘tons of 2,000 lbs.) aa 
Deliveries to customers- 
In U. S. A. (tons of 2,090 Ibs.) a 
Refined copper stocks at end of neriod (tons 
of 2,000 Ibs.) = 
COTTON ACREAGE U. S. DEPT. OF AGRI- 
CULTURE—As of August 1: 


Acreage 
Production 500 Ib. 
COTTON GINNING 
Running bales 
CROP PRODUCTION 
BOARD U. 8S. 
CULTURE 
(in thousands): 
Corn, all (bushels) = 
Wheat, all (bushels) 
Winter (bushels) 
All spring (bushels) 
Duram (bushels) 
Other spring ‘bushels) 
Oats (bushels) . 
Barley ‘bushels) ee 
Rye (bushels) ‘s 
Buckwheat (bushels) ; eA 


gross baies c 
(DEPT, GF COMMERCE) 
(exclusive of linters) is 
CROP REPORTING 
DEPARTMENT OF AGRI- 
(Estimate as of August 1 


Flaxseed (bushels) 

Rice (bushels) 

Sorghums for grain (bushels) 

Hay, all (tons) 

Hay, wild itons) 

Hay, alfalfa (tons) 

Hay, clover and timothy (tons) a2 


Hay, lespedeza itons) —_- 

Beans, dry edible 100 lb. bag 

Peas, dry field 100 lb. bag 

Soybeans for beans ‘bushels) 

Peanuts (pound) : i 
| Potatoes (bushels) - x 
Sweetpotatoes bushels) 

Tobacco (pound) —~- 
Sugarcane for sugar 
Sugar beets i(tons) 

Broomcorn (tons) —- ‘ oo 
Hops (pound) .- : ‘ ‘ 


and seed (tons) be 





Apples, Com'l crop (bushels) - : " 
Peaches ‘tbushels) - . ‘ 
Pears (bushels) - " 
Grapes (tons) - : > e 
Cherries (12 States) (tons) 

Apricots (3 States) (tons) 

Pecans (pound) iaieaciee ee 

INSTITUTE: 


| EDISON ELECTRIC 

| Kilowatt-hour sales to ultimate consumers— 
month of Mav ‘0060's omitted) 

Revenue from ultimate customers—month of 


oe 
Number of ultimate customers at May 31 
MONEY IN CIRCULATION — TREASURY 
DEPT.—As of June 30 (000's omitted 
REAL ESTATE FINANCING IN NON-FARM 
AREAS OF U. S. — HOME LOAN BANK 


BOARD—Month of May (000’s omitted): 
Savings and Loan Associations 

Insurance companies 

Banks and Trust Companies 

Mutual Savings Banks 

Individuals 

Miscellaneous lending institutions 


Total 
TRUCK TRAILERS (DEPT. OF COMMERCE)— 
Month of June: 
Production ‘number of units) 
Shipments (number of units) 
Shipments (value in dollars) 


*Revised figures. 
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Month 
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7 Ame 199 
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48 
a7 
19 
15 
1&6 
41 
10 
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14 
$284,000 


119,532 
640,747 


81,327 
107,014 


108,309 


80,469 


23,223,000 
15,169,000 


258,928 


3,506,363 
1,284,323 
981,415 
302,908 
46,151 
256,757 
1,470,444 
313,139 
26,664 
6,232 
44,528 
79,916 
131,279 
97,707 
12,862 
33,132 
29,055 
6,463 
19,408 
3,703 
205,066 
2,340,700 
399,127 
51,739 
1,777,783 
6,201 
10,199 
27 
50,836 
100,049 
70,384 
26,354 
3,009 
194 
268 
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$270,000 


108,546 


623,620 


87.678 
105,221 


111,927 


73,065 


23,653,000 


3,328,862 
1,241,751 
951,958 
289,793 
44,354 
245,439 
1,425,785 
307,070 
26,671 


43,662 
79,247 


95,0 
12,3 
32,33 
28,7 
6,1 
18,2 
2,9 


19,400,000 


$341,687,300 $346,644,500 


39,309,819 


$27,902,858 


$314,340 
80,611 
235,185 
60,906 
174,520 
133,894 


$999,456 
4,047 


4,113 
$12,108,978 


39,094,482 


$27,812,102 


$313,000 
82,060 
232,000 
54,000 
181,000 
132,000 


$994,000 


*3,688 
3,985 
$11,544,799 


Year 
Ave 
91,901 

6,578,085 
$428,278 

227,047 
$1 2 
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197 
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it 
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98 
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42 

10 

19 

137 
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33 

10 
$244,000 
112,028 
638,535 
79,152 
94,610 
109 822 


77,773 


21,500,000 
11,851,006 


193,638 


2,400,952 
1,364,919 
1,067,970 
296,949 
43,983 
252,966 
1,215,970 
279,182 
25,977 
7,334 
39,763 
79,345 
95,609 
102,500 
13,306 
33,475 
32,569 
6,768 
17,164 
6,513 
181,362 
2,157,985 
384,407 
57,178 
2,107,163 
5,437 
12,5 
33 
50,098 
113,041 
82,603 
35,312 
3,072 
173 
198 
118,639 


17,610,274 


$310,024,600 
37,022,918 


$28,297,227 


$304,996 
65,511 
255,962 
46,353 
164,808 
128,105 


$965,733 
2,994 


3,266 
$8,627,335 
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The Fallacy of Equities as a 
Hedge Against Inflation 


(Continued from first page) 


hostilities to the latest available 
figures. 

Let us consider each factor: 

Gross National Product: This 
has grown from $99 billion in 
1939, to $229 billion in 1947, an 
increase of 155%. 

National Income: This has in- 
creased from $72 biliion in 1939, 
to $203 billion in 1947, or approxi- 
mately 182%. 

Corporate Net Worth: This has 
grown from $56 billion to $75 
billion during the same period, or 


32%. 


Yet during all this period—1939 to 1948—the net change in the 
Dow-Jones industrial averages has been about 25 points 
ratio 


to 180—or roughly 16%, and 
advancing has declined sharply. 
outstanding stocks: 


Corporate Profits After Taxes: 
These were $5 billion in 1939, but 
short of 


in 1947 wei 
billion, an increase of 260%. 


100 in 


Cost of Living index rose from 
1939 to 171.7 
by June of this year—a rise of 
71% which, unquestionably, would 
have been greater had we not had 


‘e just 


September, 


rent controls. 


1939. 
touched 296.2, 


the 


Wholesale 


By Jt 


price-earni 


Prices: 


ine, 


ngs 


1948 
a jump of 110%. 


These stood 
at 98.1 in the index jn September, 
index 


the 





$18 


from 155 
instead of 
Let us compare the figures on ten 





wd TABLE 1 

Apprex. Price- Approx. Est. Price- 

High Earns. Earns. Present Earns. Earns 

Company— 1939 1939 Ratio Price 1948 Ratio 
General Motors _____----- $57 $3.50 16 $62 $8.00 8 
Standard Oil of N. J._--- Be S.2t 16 79 15.50 5 

Ee eee 45 1.69 27 7) 13.00 51 
Union Carbide --__---- — 31 1.29 24 40 3.20 12 

ON 83 1.83 45 76 11.50 614 
General Electric ~-------- 44 1.43 30 38 3.75 10 
International Harvester--_-_ 24 0.57 42 28 4.00 7 

Kennecott Copper ------- 46 3.14 15 55 7.50 715 
Sears; Roebuck ---------- 21 1.65 13 37 4.75 8 

Seer Gen ........... 116 6.22 18 85 7.50 11% 
AVR ~.f.6.-5.: $52 $2.46 24 $57 $7.87 8 


It may possibly be argued that our sampling is too small and, 
therefore, not conclusive. However, if we take the entire Dow-Jones | 


30 industrials, we find the following: 


TABLE 2 

Dow-Jones Averages Earnings 
PE GE? wawncwnn.< 58 $9.11 
1948 (Present) ----_-_- 180 19.50 Est. 


Ratio 
1% 
914 


| this 
short duration; it has, we believe 


desirable to compare 1946 prices of 
markets: 


TAB 


General Motors _- we 
Standard Oil of N. J. 
CHilt Gee teens 

Union Carbide 


. BS Beer «<.=~-~ Bs aan 


General Electric __- 
International 
Kennecott Copper -—---=: 
Sears Roebuck __. 
American Can 


It is interesting to note that not even the extractive 
in spite of their markedly higher 
of the inflationary rises in the pr 


Harvester —_-_-_. 


the ten typical stocks with present 


LE 4 
High Rece 
1946 46 | 
opm) ae Eee 31 62 
ei es aac 19 79 
FE ene 78 71 
a cee Re Rt 42 <0 
Ie 97 ris) 
Esai Dokes 52 ts) 
2 Meee a: 34 28 
wees pee 60 55 
es, ee 50 3d 
a oe 106 85 


industries, 
earnings, have shown any effect 


ices of their products. 


It may be argued by some thav*® 


all the above figures constitute 
the best possible bull argument. 
This might be true, if our infla- 
tion had been operating for only 
a few months, and stock prices 
had not yet adjusted themselves 
to an 
inflation has not been of 
lasted longer than ary American 
inflation, and the siock market 
nas eithei disregarded it or been 
depressed by it. 

From 1940 to 1942 as living 
costs and wholesale prices ad- 
vanced, the stock market declined. 


'When controls became operative 


| (June, 


NOTE—The average earnings are obtained by dividing the total earnings | 


by the same divisor as used to obtain the Dow-Jones averages for the respective 


years. 
One more comparison: 
TABLE 3 
June, 1946 
Wholesale Price Index______-__---__- 140.1 
Cost ce Lane neon... +... -.....- 133.3 
Dow-Jones*"Industrials ~............- 206 (av.) 


June, 1948 
206.2 
¥rz-¢ 


190 (av.) 
To be somewhat more specific regarding stock prices, it may be 
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1915 1916 


1917 


1918 


1919 


1920 


| lous 


and prices were stabilized, the 
market advanced (1942-1946). But 
these were the war years. 


Stock Break Durirg Inflation 


But what is most significant is 
that when our inflation really 
took hold after the end of O.P.A 
1946), the stock market 
broke sharply, and after two 
years of rising living and whole- 
sale prices, after two years of 
full employment, evergrowing 
national income, and_ national 
product, and two years of fabu- 
profits, stock prices have 


still not been able to reach the 


| level of June, 1946. A more or less 


was created in 
and fall of 


similar situation 
1919. In the summer 


that year cost of living rose very | 
August of that year | 


sharply. In 
the cost of living index was 126.4 
(1939=—100); by June, 


inflationary economy. But |} 


1920 it had | 


risen to 149.4. There was practi- 
cally a parallel advance in the 
wholesale price index. Coinci- 
| dentally, the stock market fell 
abruptly—from 120 in the aver- 
ages, to 90. Thereafter, it had a 
very slight recovery, but finally 
made its low 50% under the Au- 
gust, 1919 high. 


Theoretically, inflation should 
be bullish on stock prices. How- 
ever, we must realize that infla- 
tion is due to demand being 
greater than supply. If we may 
coin an expression—we can have 
two totally different types of in- 
flation—an inflation of need and 
an inflation of desire. Typical of 
the inflation of need was the 
German inflation after World 
War I. Then, there wis a shortage 
of the basic necessities—food and 
clothing. There was a rapid de- 
preciation in the buying power of 


the currency — sv rapid that 
enough marks to feed a family 
in the morning scarcely were suf- 
|ficient to feed one person by 
night. Food and clothing and 
shelter are necessities. There is 


nothing in the psychology of the 
individual that will change those 
basic needs. So that the inflation 
must continue until some basic 
government action changes the 
conditions. In an inflation of need, 
therefore, equities can be used as 
a hedge against inflution. 

But in the United States — our 
inflations, especially after World 
War I and the present, are infla- 


INFLATION AND THE STOCK MARKET 
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tions of desire. There is not — 
nor has there been ny need 
for any one to go ngry, un- 


Whatever 
even in 


covered or unshelteied 
shortage there has te: 


food or clothing is because we 
have desired more th what we 
have had heretofore. Nor is there 
any actual shortage- the sense 
of need—of semi-duravles. Many 
a man has traded ii car that 
was still good for 50.000 miles or 
more, simply becaus: » desired 
a new shiny car to kee» up with 


the Jones’. 
Politically, it is noi feasible to 
United 


stop an inflation in the 

States, as long as there is an am- 
ple supply of the necessities of 
life. No political pa:ty will take 


the risk of deliberate!y changing 
a boom into a deflatio wise as 
the future may have proven such 
action to have been. Further, as 


long “«@S wages are ised fast 
enough to enable the recipient to 
consume output, and the desire 


remains to purchase. surpluses 


will not appear. 
Psychology All Important 


But, unlike in lation of 
need, the psychology the pur- 


en ini 


chasing public is tne dominant 
factor in an inflation of desire. 
And there is nothing quite as 
unpredictable as the »Suying de- 
sires of the public. The statistician 
who quite correctly. basically, 
estimates earnings ci corpora- 
tion, may under »resent price 
conditions find his conclusions 
completely erroneous due to a 
sudden reversal of buying psy- 
chology. 

It is, we believe. this unecer- 
tainty that has kept—and is likely 
to keep—stock prices trom fol- 


lowing the inflationary trend of 
commodity and wholesale prices. 


Even though corporations carry 
plant and equipment below re- 
placement value tod there is 


little proof that two or three years 
from now the book vaiue may not 
be much higher than replacement 
value. And inventories that seem 


soundly prices today may. if buy- 
ing psychology cnang be over- 
priced next month. 

The investment ex has ap- 
parently, therefore. Guite . cor- 
rectly capitaliz present 
earnings in approx} tely 1939 


example, 
reported 


dollars. As an excelle 
General Motors has 


earnings at the rate approxi- 
mately $10 per share. It usually 
sells about 12 times earnings. Its 


present prices, howe. is around 


60, that is, 12 times its earnings 
in 1939 dollars. This will, more- 
over, be found to be correct if we 
compare the 1939 Dow-Jones 
averages and earnings tor 30 


stocks with those o 
(See Tables 1 and 2. 


present. 


There is nothing in the above 
that should be interpreted as an 
argument to buy or se! equities. 
They will be influence® vrimarily 
by conditions other tran infla- 


20o0ds will 
‘or stocks, 


tion. Higher prices for 
not mean higher prices 
a deflation in wholesale prices 
should not bring a too sharp de- 
cline in the stock market. 

And we cannot help but be im- 
pressed by the fact that constantly 
rising living costs have had prac- 
tically no effect on the price of 
bonds of the highest grade, nor 
On personal or savings bank de- 
posits. The recent weakness in 
governments and other tixed in- 
come securities of the highest 
grade is merely a reflection of the 


action of the Treasury and Fed- 
eral Reserve Board. I: is, how- 
ever, reminiscent of the tighten- 
ing of credit that forecasted the 
collapse of the 1919-1920 boom. 
And up to the present, evidently 
many people have st.1!1 believed 
that in the not-too-distant future 


dollars will again be worth more 


, than goods or eguities. 


EF Le ae ee ee ee, ed oe ee, 





I 
1 
I 
1 
I 











Volume 168 Number 4726 


THE COMMERCIAL & FINANCIAL CHRONICLE 


(731) 35 





si Sees Inflation a World Problem 


(Cortinued from page 15) 
has now. with the help of full 
employment of men and resources 
in unprecedented productivity, 
caught up with the money supply. 
This conclusion has been devel- 
oped by the statistical device of 
“smoothing cut” the variations in 


the grapns showing the relation 
between money supply and price. 
It is thus discovered that over 


many years there has been an ap- 


parent trend toward using more 
money f a given price and trade 
level. 

Admittedly, however, the rate 
of using money is slower in de- 
pression than in boom; and this is 
the hea of the problem which 
we now face with a money supply 
already so large that, with a 
speeding up of turnover in the 


vicious circle of rising prices, it 
could become the basis of infla- 
tion even aside from further credit 
inflatio either the public or 
private sector of deficit financing 


} 
in 


through the commercial banks. 
The price level has “caught up” 
only on the assumption that the 
public will not develop a fear of 
holding money and start spending 


it faster. and then get to cashing 
their savings bonds. These bonds 
are not involved in bank reserves, 


but they hang like a Sword of 
Damocles over the money supply 
since they are cashable on de- 
mand. 
Farm Versus City 

There can be some hope of 
clearer thinking once we have 
abandons the idea, as President 
Truman has now done, that more 
and more production is the an- 
swer to flation. That idea sim- 
ply reverses the little-pig-killing 


fallacy which alleged that less and 
less production was the answer to 


deflation and depression. The 
prospect ot bounteous crops this 
year bears no threat of depres- 


sion, primarily because of the in- 


fluence the public debt. This 
would be true even though we had 
no laws underwriting a so-called 
“parity” tloor for prices on farm 
crops. Farm prices benefit au- 
tomaticaliv from inflation. True, 
they may be hard to sustain tem- 
porarily the face of an over- 
supply duced, supposedly, by 


cuarantees. But sucn 
a result \will spell trouble for only 
a limitea sector and for a limited 
time; if they sag a bit, prices will 
rebound to produce the typical ef- 
fect of inflation in providing the 


government 


e1 


farmer with enough money in- 
come to care for what he needs 
to buy without selling all he can 


produce 
The economy as a whole cannot 
compete with itself and “price it- 


self out of the market” to the 
point of raising prices beyond 
what anyone will buy. In food 
supplies. as a whole, no ‘buyers’ 


strike” is possible. In inflation the 
urban trader always gets too little, 
not too much, and so fails to 
bring the rural trader into the 
market oiten enough to clear his 


production. Prices in the farm sec- 
tor do not therefore collapse, for 
there is no pressure to sell as 
there is on the urban side. The 


spur to produce and sell is shifted 
frem country to city by inflation. 
Back in the thirties farmers were 


struggling in vain to produce and | 


sell more to get enough money to 
cover debt payments and neces- 
-Sary purchases. But now the pres- 
sure for a rising cost of living in 


the city will increase regardless 
of any so-called controls over 
prices. o: even because of them 
should they be instituted, since 


they can only add fuel to the fire 
of excessive money supply by re- 
moving the already lessened in- 
centive tc produce and sell food 
supplies. 

To put a ceiling over farm 
prices would have an effect which 
the floor already provided can- 
not offset. This is because the 


7 


temporary stimulus to production 
has been tar less due to the pres- 


| ence of a floor than to the absence 

of a ceiling on prices under the 
tleeting circumstance that there 
was a postwar backlog of needs to 
be filled by farm purchases of in- 
dustrial products. This demand 
will not endure indefinitely. With 
farm mortgages largely paid off 
so that they no longer serve to 
force farm deliveries, shortage of 
food supplies under price ceilings 
must impel the urban majority to 
seek some other politically co- 
ercive measures to bring about 
more ample supplies. 

lt was this kind of a situation 
which led, in Russia, to the liqui- 
dation of the Kulaks—their starv- 
ation and seizure of their lands. 
IT'his was an evil and not too ef- 
fective effort to remedy the con- 
ditions induced by the attempt 
of the urban proletariat to issue 
money (or credit, if you please), 
into their state-owned industries 
without incurring the result of 
having the rural population refuse 
to accept the money in trade. Obvi- 
ously, a system which prevents 
the use of money for buying prop- 
erty and does not offer industrial 
products on an adequate scale, 
would not make money very use- 
ful to rural people. 

Slavery and starvation are im- 
plicit in such a state of monetary 
impotence with its implication of 
a bitter class struggle engender- 
ing emotions likely to incite na- 
tional and racial conflicts. Under 
these conditions of worldwide un- 
controlled inflation and lack of 
competent monetary institutions, 
inose who are agitating for a step 
into world goveriment through an 
internationally 
power are promoting, not world 
peace through law and order un- 
der free institutions, but only 
world tyranny. 


New Deal Evasion of Money 
Problem 


It needs to be observed that the | basis of efficient and prosperous 


inadequacy and 
the President's 


incompetence of 
program can be 


traced to deliberate evasion of the | 


monetary problems of modern so- 
ciety during the whole period of 
Democratic control. This charac- 
teristically socialistic attitude to- 
ward money appeared in every- 
thing the new Deal administration 


did from the day in 1933 when 
President Roosevelt said, in his 


inaugural addiess, that the money 
changers were unscrupulous in 
proposing only the lending of 
more money. How scrupulously 
those unscrupulous proposals were 
followed by their Presidential 
critic is a matter of record; wit- 
ness the deliberately un-Jeffer- 
sonian erection of public debt as 
an anti-deflation measure. It re- 
quired an expansion of that 
scheme into a huge war debt to 
make it work in the only way it 
ever could have worked, that is, 
by over-saturating the economy 
| with money. A deadly lag in re- 
covery, never fully accomplished, 
was inevitable because all the 
money added to the income stream 
entered by way of non-productive 
government spending, and had to 
be continually reappropriated. It 
was called, at first, “pump-prim- 
'ing”’; but when it failed to prime 
the private pump, capital was said 
to be “on strike.” The continued 
emergency began to call for “pub- 
lic investments” and we heard 
reference to ‘“‘that old laissez faire 
notion” implying that private en- 
'terprise was passe. 

The simple truth*is that the 
same additions to money supply, 
had they been left in the tax- 
payers’ hands and so spent in the 
private sector, would have been 
respent automatically, doubtless 
with unduly inflationary results 
under the existing system of bank 
credit expansion and the gold pur- 
chase policy. It does-make a lot 
of difference how,’ ‘a@s:well as 
whether and when, money goes 


into circulation. The mere quan- 
tity of money, though it can by 
.no means be ignored, is not con- 


organized police | 


clusive (unless it be averaged over 
a long period of time) as a de- 
terminant of price levels. This is 
not to say that quantitative con- 
trols could not, by a formula 
method of management, be made 
to serve as a sutticiently compe- 
tent determinant of open-market 
agricultural prices in a moving 
annual average which would ig- 
nore any purely seasonal influence 
of supply on prices. It is to say 
that the practice of expanding and 
contracting the supply of money 
through bank loans and invesi- 
ments cannot be put under any 
| effective control without produc- 
| ing the perilous swing from boom 
|into bust which is falsely at- 
| tributed by our “liberals” to the 
capitalistic system of private 
| property and free, competitive en- 
| terprise. 





| iterated, can be traced to a studied 
| indifference to the monetary fac- 
| tor in priee problems. There was 


;even 


Congress harried and overworked 
when not facing an elec- 
tion, is able to offer any solution. 
No reasonable solution for infla- 
tion can be entirely domestic in 
action, as seems to be assumed by 
the President’s program of legis- 
lation. Our “bi-partisan” foreign 
and our domestic policies are in 
dire conflict, if the London ‘‘Econ- 
omist” is to be believed in its 
opinion that “it seems overwhelm- 
ingly probable that the dollar 
shortage will last for a genera- 
tion to come.’ That “shortage” 
now rests, as it did not while 
sterling was the world’s currency, 
on a continual American source 
of European subsidies such as 
have kept England’s record in 
price “control” so much better 
than our own. Following the 
other war and during the New 
Deal our “loan” and gold pur- 
chase policies were not, formally 


|at least, doing more than main- 


| the statement of Leon Henderson | 
‘in initiating the TNEC studies at | 


ithe opening hearing in 1938, that 
the money question would be se- 
verely ignored. A column 
criticism printed in the New York 
| “Times” failed to change his mind 
or that of Senator O'Mahoney. Nor 
did the wartime inflation § of 
money supply change the “liberal” 
minds which enacted and set out 
to administer the Employment Act 
of 1946, through the non-monetary 
wisdom of such a statement as 
that of Chairman Nourse of the 
Council of Economic Advisors, 
who said in a New York speech 
just as he took office: 

| “During the process of legisla- 
tive consideration and redrafting 
the Congress definitely turned its 
back upon any single type of rem- 
edy and specifically upon money 
| magic as a means of getting out 
| of the artificial conditions of war- 
time business on to a_ sustained 


| peacetime operation.” 


Money Is a World Probiem 

Well, the Congress that turned 

its back on ‘“‘money magic” was 
turned out in its turn by balloi 
and was a lame duck organization 
even as Dr. Nourse spoke. The 
reign of Senator Wagner over the 
Banking and Currency Committee, 
during which he spent his time on 
“liberal” labor magic, was ended. 
We now have Congressman But- 
fett and Senator Tobey develop- 
ing the proposals for a new Mone- 
tary Commission oifered by the 
son of Senator Aldrich, who de- 
veloped the Commission from 
whose work the Federal Reserve 
Act, now clearly obsolete, re- 
sulted. If that law was, as charged 
by its critics, a sellout of reform 
to privilege, that was only be- 
cause of its resemblance to mone- 
|tary “reform” in general in fail- 
ing to provide for any real con- 
| trol of inflation and deflation. No 
‘current proposals indicate any 
better results. So the one thing 
| which should have been pressed 
|for enactment by the special ses- 
| sion was not even suggested by 
| the President, namely, the setting 
{up of a commission to study a 
| problem which has far outrun the 
| material gains of a period of rapid 
| technological development. Let 
| such a commission seek out, not 
| great minds, but new ideas, to 
|resolve this quandary of modern 
life, 

Granting that the problem of 
stabilization, even in peace, is ele- 
mentarily monetary, and_ that 
, peace depends upon economic sta- 
| bility, it is nonetheless true that 
the problem of monetary infla- 
_tion is not susceptible of solution 
| while war and an ERP are playing 
| against a budgetary balance. With 
ithe public debt already in 
jeopardy. the calling of a special 
session to agitate the question 
was, at best, ill advised in view 


of the extreme confusicn of 
thought for which no one, least of 
Lall the “liberal” coterie, or a 





| This “liberal” delusion, be it re- _tain the Sterling Area intact. But 


today the dollar is the world’s 
currency and its foreign exchange 
value depends upon what it wili 
bring abroad—which is almost en- 
tirely what Uncle Sap is giving 
away. At any time that policy 


|is stopped, say to save us from a 


oi | 


wild domestic inflation, a large 


'sum of dollars now hoarded and 


In use abroad aie likely to re- 
turn and require a better system 
ef sterilization io avoid inflation 


than is available today. Without 


sterling to take their place, how- 
ever, a heavy demand for gold 
abroad could, if our sale of gold at 
$35 is continued, eat away our 
20,000-ton “reserve” and precipi- 
tate, by the provision requiring a 
limitation of reserves on a 40% 
gold basis, the kind of deflation 
which was precipitated by the 
“gold standaid” requirement in 
1921. 

If we hope ever to terminate 
our European subsidies we shall 
have to abandon the “internation- 
al gold standard” and the “sup- 
porting” Bretton Woods Agree- 
ments completely. As so cogently 
indicated by the London “Econo- 
mist” the dollar cannot be main- 
tained as a world currency with- 
out constant maintenance of the 
Marshall Plan contributions to 
keep it in circulation. The real 
problem before human society 1s 


the estabiishment of a world cur- 
rency sustained by world govern- 
ment—which is impossible as long 
as the current “central banking” 
processes are not abandoned for 
purely governmental control of 
money supply. 





Has Banking the Will to 
Remain Competitive ? 


(Continued from page 14° 


will of Congress regarding the es- 
tablishment of branches.” 


Proposed Legislation 

For nearly ten years last past 
the Independent Bankers Asso- 
ciation of the Twelfth Federal 
Reserve District has been working 
to arouse bankers througout the 
nation to the peril with which our 
traditional system of competitive 
banking is faced. I am happy to 
be able to tell you that there are 
many indications today that we 
are making substantial progress. 
As you are all aware, a bill (S829) 
to regulate bank hoiding compa- 
nies, sponsored by the Board of 
Governors of the Federal Reserve 
System, was introduced in the 80th 
Congress and was unanimously 
approved by ihe Senate Banking 
and Currency Committee after 
public hearings. Hearings in the 
House Banking and Currency 
Committee were also begun, but 
were never completed due to the 
press of emergency legislation be- 
fore the adjournment in June. 
Naturally we are disappointed 
that this bill did not pass the Con- 
gress at the regular session, There 
seems small chance that it will be 
considered at any subsequent spe- 
cial session, as any such special 
session, if called, will probably be 
substantially political in its activi- 
ties. We are looking forward 
rather to the 81st Congress, which 
will convene in January, 1949, 
when bank holding company 
legislation will be again intro- 
duced. 

In the meantime, the drive to 
end the threat of monopoly in 
banking has gained many strong 
and influential friends. Appro- 
priate legislation for the Federal 
regulation of bank holding compa- 
nies has been strongly recom- 
mended by the Federal Advisory 
Council and the Reserve City 
Bankers Association, representing 
most of the large and influentiai 
banks of the nation. Similar ac- 
tion has recently been taken by 
the National Association of Su- 
pervisors of State Bank and by a 


dozen or more state banking asso- 
ciations, including our own Cali- 
fornia Bankers Association. 
Particularly significant is the 
statement by Mr. Thomas B. Mc- 
Cabe, recently appointed Chair- 
man of the Federal Reserve Board, 
made before the Senate Banking 
and Currency Committee last 


March. Mr. McCabe said in part: 

“As a result of this study, there 
is no question in my mind con- 
cerning the desirability of the 
broad principles of regulating and 
controlling bank holding compa- 
nies. There appears to be a 
definite need for early Congres- 
sional action in this field. I agree 
that the Congress and bank au- 
thorities should diligently strive 
to establish such rules and regu- 
lations as will preserve the main- 
tenance of competition among all 
banks.” 

The Senate Banking and Cur- 
rency Committee in its unanimous 
report approving the Bank Hold- 
ing Company Bill also said in 
part: 

“The need for this legislation is 
both pressing and clear. The 
holding-company device is par- 
ticularly susceptible to abuse in 
the field of banking, not only be- 
cause it enables the holding-com- 
pany system to evade traditional 
limitaticns upon bank expansion 
but also because it can be used to 
gather under one management 
many different and varied enter- 
prises wholly unrelated to the 
conduct of a banking business, 
which the committee feels is in- 
imical to sound banking practice.” 


With the aggressive cooperation 
and the support of the over- 
whelming majority of bankers 
throughout the whoie United 
States, proper regulatory bank 
holding company legislation can 
be obtained from the 81st Con- 
gress. Without such regulation, 
the bank holding company can 
continue to expand into every 
State and community in our na- 
tion, and into every line of indus- 
try and business until at last an 


aroused public will rise up 
against such monopoly and de- 
mand legislation requiring the 


socialization of banking. As you 
all know, this has already hap- 
pened in many foreign countries. 
It can happen here. Are you go- 
ing to do something about it in 
time to prevent it from happening 
here? 

Will American banking remain 
free and competitive? The answer 
depends upon what we, as bank- 
ers, do about it in the immediate 
future—before time has run 
against us. 

This battle against time can be 


won. Have American bankers 
the will to win it? I believe they 
have. 
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Air Commuting, Inc., White Plains, N. Y. 
June 17 (letter of notification) 1,060 shares of capital 
gwtock (no par value), of which 600 shares will be sold 
publicly at $100 per share. Underwriter — Burnham & 
Co. Proceeds—To be used to engage in limited helicop- 
ter operation over routes which the company is presently 
certificated to fly or in limited helicopter commercial 
work. Postponed indefinitely. 


American Fidelity Fire Insurance Co., New York 
July 2 (letter of notification) 20,000 shares 80c non- 
convertible preferred stock (par $5). Price—$14 per 
share. Stockholders of record July 15 are given the 
wight to subscribe to the stock on basis of one new share 
of preferred for each share of preferred or four common 
Shares held. Rights expire Sept. 9, 1948. Expand fire 
ansurance business. No underwriting. 


® Amvet Building Corp., Washington, D. C. 

Aug. il (letter of notificatior) $50,000 4° debenture 
bonds. To be sold in units of $10. No underwriter. To 
Obtain funds for real estate purposes. 


Arkansas Power & Light Co. (8/24) 

July 23 filed $7,500,000 first mortgage bonds, due 1978. 
Onderwriters—Names will be determined by competitive 
bidding. Probable bidders include: Halsey, Stuart & Co. 
Inec.; Blyth & Co., Inc.; The First Boston Corp.; White, 
Weld & Co.; Glore, Forgan & Co. and: Harriman Ripley 
& Co. (jointly). Proceeds — To reimburse treasury for 
construction expenditures, to defray the cost of new 
construction and for other corporate purposes. Bids— 
Bids for the purchase of the bonds will be received by 
the company at Room 2033, 2 Rector Street, New York, 
up to noon (EDT) Aug. 24. 


Armstrong Rubber Co., West Haven, Conn. 
June 30 (letter of notification) 1,000 shares of 434% 
cumulative convertible preferred stock, ($50 par) and 
2,000 shares of class A common stock. To be sold at $44 
@ad $11.75, respectively. This stock is being sold by 
James A. Walsh, President of the Company. Underwriter 
-—-F, Eberstadt & Co., Inc., New York. 


Armstrong Rubber Co., West Haven, Conn. 
July 8 (letter of notification) 1,000 shares of 424% cumu- 
lative convertible preferred stock ($50 par). To be sold 
at $44 each for Frederick Machlin, Executive Vice-Presi- 
gent and Secretary of the company. Underwriter— 
©, Eberstadt & Co., Inc., New York. 


® Berry (D.N.) Co., Denver, Colo. 

Aug. 13 (letter of notification) 1,512,660 shares (10c 
par) common stock. Offering—1,075,550 shares will be 
offered to the public, 222,000 shares to employees and 
215,110 shares will go to the underwriter. Price—10 
cents per share. Underwriter—John G. Perry & Co. 
Proceeds—For purchase of building and machinery, 
balance for working capital. 


Borderminster Exploration Co. Ltd., Ottawa, 
Canada 

une 2 filed 500,000 common shares ($1 par). Under- 

writer—Mark Daniels & Co. Price—40c per share Cana- 


dian funds. Proceeds—For exploration of properties. 


Boston Insurance Co., Boston, Mass. 
Aug. 11 filed 100,000 shares ($10 par) capital stock. 
Offering—To be offered for subscription by stockholders 
on basis of one new share for each three shares held. 
Underwriter—The First Boston Corp. will purchase un- 
subscribed stock. Proceeds—For additional cepital funds. 


® Buhner Fertilizer Co., Inc., Seymour, Ind. 
Aug. 11 (letter of notification) $300,000 sinking fund, 
5% debentures, due Aug. 1, 1958. Underwriter—City 
Securities Corp. Proceeds—to redeem $90,000 of pres- 
ently outstanding 5% sinking fund debentures and other 
corporate purposes. 


® Cecil Investment Company, Los Angeles, Calif. 
Aug. 12 (letter of notification) 5,000 shares ($50 par) 
preferred stock and 5,000 shares ($10 par) common 
stock. To be offered in units of one share of preferred 
and one share of common at $60 per unit. No under- 
writer, To provide capital for financing loan business. 


Centrai Maine Power Co. 
Mov. 10 filed 160,000 shares ($10 par) common. Under- 
writing—Company called for competitive bids Dec. 8, 
1947 and only one bid, that of Blyth & Co., Inc. and 
Kidder, Peabody & Co. was submitted and was rejected 
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by the company. They bid $13.75, less $1.75 under- 
writing commission. Now expected on negotiated basis 
through Blyth & Co., Inc. and Kidder, Peabody & Co. 
Offering—To be ojfered to 6% preferred and common 
stockholders for subscription on the basis of one-half 
share of new common for each preferred share and one- 
tenth share of new common for each common share held. 
Price by amendment. Proceeds—For construction and 
repyament of bank loans. 


Central Power & Light Co. 
Nov. 21 filed 40,000 shares ($100 par) cumulative pre- 
ferred. Underwriters—Lehman Brothers; Glore, Forgan 
& Co.; Dewar, Robertson & Pancoast negotiated a pur- 
chase contract in April, 1948, but the SEC on July 27, 
1948, concluded that financing by the proposed preferred 
stock issue is not necessary. ‘ 


Century Steel Corp., Hollydale, Calif. 
Nov. 10 filed 4,000 shares ($100 par) common. Under- 
writing—None. Shares will be sold at par by directors. 
Proceeds—To purchase rolling mill, equipment and for 
working capital. 


Chieftain Products, inc., Brooklyn (8/23-27) 
Aug. 3 (letter of notification) 25,000 shares of common 
stock and 20,000 warrants. Offering—10,000 shares and 
15,000 warrants to be offered in units (one common 
share and 11% warrants) at $2.75 per unit, the balance 
of 15,000 shares being reserved for exercise of 15,000 
warrants, purchasers of which will have the right for 
four years to purchase shares at $2.75 per share. Gen- 
eral corporate purposes. Underwriter—Dunne & Co., 
New York. 


Clinton (Mich.) Machine Co. 
April 15 (letter of notification) 10,000 shares of stock 
to be sold at $5% each (market price), for selling stock- 


holder. Underwriter—Charles E. Bailey & Co., Detroit. - 


Cobait Mines Corp., Newark, N. J. 


July 26 (letter of notification) 290,000 shares of common 
stock. Price—$l per share. Underwriter—Charles W. 
Warshoff & Co., Newark, N. J. To meet obligations. 


® Coleraine Asbestos Co. Ltd., Montreal, Canada 
Aug. 16 filed 200,000 shares of capital stock. Price— 
50 cents per share in Canadian Currency. Underwriter 
—P. E. Frechette. Proceeds—For drilling operations. 


Colonial Western Underwriters Co., Inc., 
Shreveport, La. 
July 12 (letter of notification) 24,170 shares of Class A 
common stock ($1 par). Price—$10. Underwriter—Mid- 
South Securities Co., Nashville, Tenn. To purchase the 
controlling interest in other corporations, particularly 
life insurance companies. 


@® Concord Oil & Gas Co., Ocean Springs, Miss. 
Aug. 1€ (letter of notification) 1,000 shares of 6% cu- 
mulative preferred stock. Price—$100 per share. No 
underwriter. For drilling and other expenses. 


—_,—. 


@® Consolidated Rendering Company, Boston 
Aug. 12 (letter of notification) 1,282 shares (no par) 
common stock. Price—$78 per share. Underwriter— 
“The First Boston Corp. wii! offer the stock as agent 
on bebalf of Harold H. Swift, Chicago and Chase Na- 
tional Bank of New York. 





Consumers Cooperative Assoc., Kansas City, 
Missouri 

Oct. 16 filed $3,000,000 non-dividend common stock ($25 
par); $6,000,000 of 315% five-year and 444% 10-year 
cumulative certificates of indebtedness; and $2,000,000 of 
144% demand and 212% 6 months cumulative loan cer- 
tificates. No underwriting. Offering—Offered only to 
stockholders and patrons and members. Price—At face 
amount. Proceeds—For acquisition of additional office 
and plant facilities. 


@ Cooperators’ Properties, Inc., Wash., D. C. 
Aug. 11 (letter of notification) 66 shares of preferred 
stock (at $5 per share) ard $75,000 of second-trust notes. 
No underwriter. To reduce indebtedness and improve 
facilities. 


® Day-Brite Lighting, Inc., St. Louis, Mo. 

Aug. 10 (letter of notification) 19,100 shares of (no par) 
commor stock. Price $15 per share. No underwriter. 
For acditional working capital. 








DETROIT HARVESTER COMPANY 
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Reynolds & Co. 
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® Davisbilt Stee! Joist, Inc., Washington, D. C. 
Aug. 6 (letter of notification) 10,000 shares (no par) Cap- 
ital stock, of which 4,190 shares have been issued and 
5,810 shares are to be offered at $20 per share, No 
underwyriter. To advance the interests of the company, 


® Doman-Frasier Helicopters, Inc., New York 

Aug. 1) (letter of notification) 25,000 shares of capital 
stock (par $1). Price—$2 per share. Offered for sub- 
scription to stockholders of record Aug. 6. Rights ex- 


pire Aug. 31 (midnight). Underwriting—None. Re- 
search work. 
®  Dormitzer Electric & Manufacturing 

Corp., Boston ; 
Aug. 13 (letter of notification) 67,000 shares ($1 par) 


common stock. Price—$3.25 per share. No underwriter. 
For working capital. 

@® Douglass Manufacturing Co., Inc., Portland, 

Maine 

Aug. 16 (letter of notification) $100,000 of 5-year 5% 
convertible debentures, with non-detachable stock pur- 
chase warrants; 10,600 shares of common stock ($1 par) 
reserved for conversion of debentures, and 10,000 shares 
($1 par) common stock reserved for exercise of warrants, 
No underwriter. Fer working capital. 


Eureka Corp. Limited, Toronto, Ontario, Can. 
July 7 filed 675,000 shares ($1 par) common stock and 
405,000 common stock purchase warrants to be offered 
shareholders at the rate of one for each 25 held. Under- 
writer—None is planned. Price—135,000 units are to be 
offered, consisting of five common shares and a stock 
purchase warrant for three shares, for $7.50 per unit. 
Proceeds—To de-water mine, cross-cut to the ore zone, 
and for repayment of temporary loans, 


Eureka Williams Corp., Bloomington, Ill. 
Aug. 9 (leiter of notification) 4,700 shares ($5 par) com- 
mon stock. Price—$6.25 per share. No underwriter. 
For working capital. 


@ Financial Management Corp., Seattle, Wash. 
Aug. i2 (letter of notification) 3,000 shares of com- 
mon stock. Price $5 per share. No underwriter, For 
working capital. 

Fireman’s Fund Insurance Co., San Francisco 
July 23 filed 458,544 shares of common stock ($7.50 par). 
Offering—Shareholders of record Aug. 23, will be offered 
433,164 shares at $30 per share at rate of four new shares 
for each five shares held. Underwriters—-Blyth & Co., 
Inc., The First Boston Corp., and Dean Witter & Co. will 
underwrite 25,380 shares and will purchase all unsub- 
scribed shares. Proceeds—To provide the companies of 
the Fireman’s Fund Group with additional capital funds, 


First Guardian Securities Corp., New York City 
June 4 filed 36,000 shares of 5% cumulative convertible 
preferred stock ($25 par) and 172,000 shares ($1 par) 
common stock. (72,000 shares of common to be reserved 
for conversion of the preferred.) Underwriter—None. 
Price—$25 a share for the preferred and $10 for the com- 
mon. 


Fission Mines Ltd., Toronto, Canada 
April 16 filed 200,000 shares of treasury stock. Under- 
writer—Mark Daniels & Co., Toronto. Price—$1 a share, 


Flotill Products, Inc., Stockton, Calif. 

March 6 filed 385,000 shares of 60 cent convertible pre- 
ferred stock (par $5) and 325,000 shares of common stock 
(par $1). Underwriter — Floyd D. Cerf Co., Chicago. 
Price—preferred $10: common $6. Proceeds — Stock- 
holders wiil sell 260,000 preferred shares and 250,000 
common shares and company 125,000 preferred shares 
and 75,000 common shares. Company’s proceeds will ba 
used for general corporate purposes, Effective May 5. 


Fuller Brush Co., Hartford, Conn. 


July 12 (letter of notification) 3,000 shares of ($100 par) 
preferred stock. Price—par. To raise working capital 
and retire existing indebtedness. No underwriting. 


@® Gauley Mountain Coal Co., New York 
Aug. 13 (letter of notification) 6,093 shares of capital 
stock (par $10). Price, par, Stockholders of record 


Sept. 1 will be given right to subscribe at rate of one 
new share for each five shares held. Rights expire Oct. 
15. Underwriting—None. General improvements, etc. 
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@® Glidden Co., Cleveland 


Aug. 10 (letter of notification) 590 shares of common 
stock (no par). No underwriter. For purchase of cer- 


tain real estate. 


Hall (C. M.) Lamp Co., Detroit 
Aug. 2 (letter of notification) 53,770 shares of common 
stock (par $5) to be offered to stockholders. For ad- 
vances to a subsidiary, Indiana Die Castings, Inc., and 
to improve shipping and storing facilities. No underwrit- 
ing. 


@ Hancock Oil Co., of California 

Aug. 13 (letter of notification) 159 shares of class A 
common stock. Price—$125 ver share, Underwriter— 
Akin Lambert Co. 


Heidelberg Sports Enterprises, 
Pittsburgh, Pa. 
Sune 25 filed 2,041 shares of class A common stock and 
5,000 shares of class B common stock (par $100). Price 
—Par ($160 per share). Underwriter—None, Proceeds 
—$600 000 to be used for spectator grandstand and bal- 
ance for related purposes. 


Inc., 


Heyden Chemica! Corp., New York, N. Y. 
June 29 filed 59,579 shares of cumulative convertible 
wreferred stock (no par) to be offered common stock- 
holders in the ratio of one share of preferred for each 20 
shares of common stock held. Price—By amendment. 
Underwriter—A. G. Becker & Co. will acquire the un- 
subscribed shares. Proceeds—To be used in part for im- 
provement and expansion of manufacturing facilities, 
Offering postponed. 


@® Howard Industries, Inc., Chicago, Ill. 
Aug. 1! (letter of notification) $150,000 i0-year, 
convertible debentures, due Sept. 1, 1958. No under- 
writing. To retire an outsianding $75,000 bank loan 
and to reimburse the issuer for capital expenditures, 


@ Idaho Egg Producers, Caldwell, idaho 


Aug. 13 (letter of notification) $100,000 certificate of 
ainsecured indebtedness. To redeem and pay an equiva- 
ient amount of either outstanding certificates of pre- 
ferred interest issued by the company, or contributions 
toy patrons to the Patrons’ Capital Reserve Fund of the 
issuer, to be used by the issuer as operating capital 
for the construction of facilities. No underwriting. 


5 O07 
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idaho-Montana Pulp & Paper Co., Polson, Mont. 
May 17 filed 100,000 shares of 4% cumulative preferred 
stock ($100 par) and 500,000 shares ($10 par) common 
stock. Underwriter — Tom G. Taylor & Co., Missoula, 
Mont. Price—$300 per unit, consisting of two shares of 
preferred and 10 shares of common stock. Proceeds—To 
erect and operate a bleached sulphate pulp mill with a 
200-ton per day capacity, 


Indiana & Michigan Electric Co. (9/14) 


July 14 filed $25,000,000 first mortgage bonds, due 1978. 
‘Underwriters—To-be determined by competitive bid- 
ding. Probable bidders: Halsey, Stuart & Co. Inc.; The 
¥irst Boston Corp.; Lehman Brothers; Dillon, Read & Co. 
Inc.; Harriman Ripley & Co. Proceeds—To prepay $6,- 
000.000 of bank notes borrowed for construction and 
$10,000,000 borrowed by Indiana Service Corp. and as- 
sumed by the company under a merger, and for treasury 
funds. Expected about Sept. 14. 


International Asbestos Co., Ltd., Sherbrooke, 
Quebec 


Jan. 30 filed 1,500,000 shares ($1 par) common stock. 
Wnderwriter—Paul E. Frechette, Hartford, Conn., is the 
U. S. authorized agent and principal underwriter. Price 
——$1 each. Proceeds—To construct milling plant and 
purchase equipment. 


Kansas Soya Products Co., Inc. (9/7) 
Aug. 2 (letter of notification) 78,000 shares (25¢c par) 
common stock and 1,925 shares of $5 cumulative pre- 
ferred stock. Underwriter—-Kenneth Van Sickle, Inc. 
For additional working capital. 


Keller & Co., Inc., Boston, Mass. 
May 28 (letter of notification) 9,300 shares of cumula- 
tive participating preferred stock and $200,000 of 20- 
year 54% debentures, due 1968. Underwritey—General 
Stock & Bond Corp. Proceeds—For working capital and 
other corporate purposes, 


@® Kilgen Organ Co., Sit. Louis, Mo. 

Aug. 10 (letter of notification) 10,666 shares ($25 par) 
% preferred stock and 10,666 shares (no par) common 
stock. To be offered in units of one share of each class 

of stock at $27 per unit. No underwriter. For retirement 
of existing indebtedness and additional working cap- 
itai. 


Kingsburg (Calif.) Cotton Oil Co. 
July 14 (letter of notification) 20,000 shares ($1 par) 
capital stock. Price—$4.25 per share. Underwriter— 
Fewel & Co., Los Angeles. Proceeds to selling stock- 
holders. 


Kold-Hold Manufacturing Co., Lansing, Mich. 
Aug. 6 (letter of notification) 36,666 shares ($1 par) 
common stock. Shares will be issued to H. B. Johnson 
and J. J. McQuaid on conversion of $55,000 of 5% con- 
vertible debenture bonds, due 1955. Underwriter— 
Buckley Securities Corp. - 


@® Kreamer Veneer Co., Burnside. Ky. 

Aug. 9 (jJetter of notification) 877 shares of 6% cumula- 
tive preferred stock (par $100) and 438 shares of com- 
mon stock (par $100) Price—Par for each class, No 
underwriter. To purchase land and equipment and 
construct building. 


@ Lithium Corp., of America, Inc., Minneapolis 
Aug. 13 filed 100,000 shares of common stock ($1 par). 
Stock will be sold to present warrant holders for 33 
per share. No underwriting. Proceeds—For additional 
working capital. 


@® tLoomis-Sayles Mutual Fund, Inc., Boston 
Aug. 11 filed 15,000 shares of capital stock. To be of- 
fered to the public without any selling charges or com- 
missions, at the current net asset value. 


McAleer Manufacturing Co., Rochester, Mich. 
June 15 (letter of notification) 7,000 shares of common 
stock (par $1). Price—$5.50 per share. Underwriter— 
C. G. McDonald & Co. 


@ Maltine Co., New York 

Aug. 11 (letter of notification) 4,871 common shares (par 
$1). Price—$i5 per share. Stockholders of record Aug. 
20 have the right to subscribe on basis of one new share 
for each 15 shares held. Rights expire Sept. 20. Under- 
writing-—None. Additional working capital, 


@ Manhattan Coil Corp., Atianta, Ga. 

Aug. 10 (letter of notification) 3,000 shares ($100 par) 
6% cuinulative convertible preferred stock. Price—$100 
per share. No underwriter. To pay creditors of the cor- 
poration other than its preseat bank indebtedness, Bal- 
ance for working capital and general corporate purposes. 


Matheson Co., Inc., East Rutherford, N. J. 
Aug. 4 (letter of notification) 5,000 shares of 6% cumu- 
lative preferred stock (par $20) and 1,000 shares of com- 
mon stock (no par). Offering—To be offered in units 
consisting of five shares of preferred and one common 
share. Price—$100 per unit. Underwriter—Mohawk 
Valley Investing Co., Inc., Utica, N. Y. Replenish work- 
ing capital funds of company for payments made on 
account of purchase of capital stock of Paragon Testing 
Laboratories. 


Midland Cooperative Wholesale, 
Minneapolis, Minn. 
Aug. 9 filed 15,000 shares of Preferred stock D, non- 
cumulative ($100 par). Underwriting—None. Shares 
are to be sold at par, plus a premium of $1, $2, and $3 
for the second, third and fourth quarters, respectively, 
in which they are sold, representing an allowance for 
dividends. Proceeds for additions and improvements, 
inventory and accounts receivable, 


Midwest Packaging Materials Co., St. Louis, Mo. 
June 25 (letter of notification) 3,500 shares of common 
stock (par $5). Price—At market. Proceeds—To selling 
stockholder. Underwriter—Edward D. Jones & Co. 


National Battery Co. 
July 14 filed 65,000 shares ($50 par) convertible pre- 
ferred stock. Price and dividend, by amendment. Un- 
derwriters—Goldman, Sachs & Co., New York; Piper, 
Jaffray & Hopwood, Minneapolis. Proceeds—To retire 
$3,000,000 of bank loans and general corporate purposes. 
Temporarily deierred. 


@ National Bond & Share Corp. 

Aug. 13 filed 31,000 shares (no par) capital stock. Un- 
derwriter—Blyth & Co., Inc. Proceeds—Stock is to be 
sold from the estates of two deceased persons. 


Nationa! Tea Co., Chicago 


Aug. 6 filed 128,230 common shares ($10 par). Offering 
—Common stock to holders of record Aug. 30, will be 
entitled to purchase, on or before Sept. 15, 1948, one 
common share for each five common shares held. Price 
by amendment. Underwriters—Hemphill, Noyes & Co. 
and Merrill Lynch, Pierce, Fenner & Beane head a 
group that will acquire any of the 92,783 shares remain- 


ing after the stockholder offering. Proceeds to restore 
cash spent for general corporate purposes and to fi- 
nance modernization of stores. 


@ Northwest Casualty Co., Seattle, Wash. 

Aug. 9 (letter of notification) 30,000 shares of 6% cu- 
mulative preferred stock (par $10). Price, par. Ne 
underwriter, For general corporate purposes.. 


Official Films, Inc., New York 
July 16 (letter of notification) 49,000 shares 35¢ cumula< 
tive preferred stock (par $5) and 49,000 shares of com= 
mon stock (par 10¢). Price—$6 per unit, consisting of 
one share of each. Working capital and other genera 
corporate purposes. Underwriter — Aetna Securities 
Corp., New York. Expected early in September, ' 


Old North State Insurance Co. 

June 24 filed 100,000 shares of capital stock (par $5). 
Price—$15 per share. Underwriter—First Securities 
Corp., Durham, N. C. Offering—26,667 shares will be 
initially offered on a “when, as and if issued” basis; 
13,333 shares will be purchased by underwriter for pub= 
lic or private offerings; and the remaining 40,000 shares 
will be publicly offered on a “best efforts basis” om 
completion of the subscription of the first 40,000 shares 
and the company’s receipt of a license to do business Im 
North Carolina. Proceeds—For general business pur= 
poses. 


Pacific Associates, Inc., San Francisco, Calif. 
June 29 (leter of notification) 8,000 shares 6% cumula= 
tive prior preferred stk. ($25 par); 16,000 shares ($1 par) 
common stock, and 16,000 shares of common to be issued 
upon exercise of warrants held by owners of the prior 
preference stock. All stock to be sold at par value. 
Proceeds to pay off a bank loan, make advances to @ 
wholly-owned susbidiary, Klamath Machine & Locomc= 
tive Works, Inc., and for additional working capital. 
Hannaford & Talbot, San Francisco, will be selling 
agents. 


@® Pennsylvania Power & Light Co. 
Aug. 17 filed 316,863 shares (no par) 
Underwriters—The First Boston Corp. and Drexel & 
Co. Offering—Stock will be offered to common stoek- 
holders of record Sept. 8 at rate of One new share for 
each eight shares of common stock held. Rights will 
expire at 3 p.m. (EDT) Sepi. 23. Price by amendmenti 
FProceeds—To finance company’s construction program, 


common stock. 


Powder River Oil Co., Denver, Colo. 
May 11 (letter of notification) 400,000 shares (10¢ par) 
common stock. Price—25 cents. Underwriter — R. lL. 
Hughes and Co., Denver. For working capital. 


Powers Oil & Drilling, inc., Casper, Wyo. 
July 14 (letter of notification) 800,000 shares (25¢ par) 
common stock. Price—25 cents per share. Underwriter 
—John G. Perry & Co. For drilling* operations. 


Public Service Electric & Gas Co. 

June 11 filed 200,000 shares ($100 par) cumulative pre= 
ferred stock. Underwriters — Names to be determined 
through competitive bidding. Probable bidders: Morgan 
Stanley & Co.; Union Securities Corp. and White, Weld 
& Co. (jointly). Preceeds—For property additions and 
improvements. Bids—Company, Aug. 4, received two 
bids on the proposed issue of 200,000 shares of preferred 
stock, but rejected both. On July 7, last, the same issue 
was put up for sale, but when the hour came for under= 
writers to submit their bids the management declined 
to accept them. A group headed by the Union Securities 
Corp. and White, Weld & Co. on Aug. 4 bid 100.90 for 
stock with a $4.50 dividend, which compared with the 
bid of 101.65 for $4.40 dividend stock which this group 
was prepared to submit July 7. Morgan Stanley & Cc. 
and associates bid 100.55 for $4.50 dividend stock, the 
same terms as they were prepared to bid on July 7 
These were the only bidders at each of the sales. 


Quebec Oil Development Ltd., Montreal, Can. 
Aug. 4 filed 2,000,000 shares of capital stock, ($1 par 
Canadian funds). Underwriter—Hiscox, Van Meter & 
Co., Inc. Price, $1 per share (United States funds). For 
each 20,000 shares of stock sold, the company will de- 
liver to the underwriter stock purchase warrants en= 
titling the holder to purchase, on or before Sept. 1, 1950, 
1,000 shares of capital stock of the company at $1.50 per 
share. Proceeds—For drilling cperations. 


@® Ritter Finance Co., Inc., Jenkintown, Pa. 
Aug. 13 (letter of notification) 4,000 shares $2.75 non- 
cumulative preferred stock (par $50). Price, par. Un- 
derwriting-—None. Working capital. 


Rudd Manufacturing Co., Pittsburgh, Pa. 
Aug. 5 (letter of notification) 11,124 shares of common 
stock. Price—$25 per share. Stockholders of record 
Aug. 12 are given the right to subscribe at rate of one 
new share for each nine shares held. Rights expire 
3 p.m. (EDT) Aug. 26. Expansion of business. No us- 
derwriting. 


@ Russell Carburetor Company, Shawnee, Okla. 
Aug. 10 (letter of notification) 4,8841% shares of come- 
mon stock, of which 4,355 is part of the original author-- 
ized stock of the company and 529% shares represent’ 
a re-issue of stock re-acaquired. Propesed maximum cost 
per unit, $200. No underwriter, For purchase of equip= 
ment and fer inventories. 

St. Anthony Mines Ltd., Toronto, Can. 
Aug. 6 filed 1,088,843 common shares (par $1). . Price, 
40 cents per share. Underwriter—Old Colony Securities 
Ltd. of Toronto. Proceeds for gold mining operations. 


(Continued on page 38) 
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@ Sherer-Gillett Co., Marshall, Mich. 
Aug. 10 (letter of notification) 1,000 common shares, 
$1 par). Underwriter—First of Michigan Corp. 


Shoe Corp. of America, Columbus, O. 
June 28 filed 25,000 shares voi cumulative preferred stock 
(no par), with class A common share purchase warrants 
attached and 25,Uuu shares of common stock reserved for 
warrants. Underwriter—Lee Higginson Corp. Proceeds 
—For general corporate purposes, Indefinite. 


@ Shoppers Parking, Inc., Wilmington, Del. 
Aug. 10 (letter of notification) 2,000 shares (no par) 
stock. Price—$:00 per share. No underwriter. For 
working capital and to purchase real estate. 


Southern Advance Bag & Paper Co., Inc., 
Boston, Mass. 
Aug. 9 (letter of notitication) 2,350 shares ($1 par) com- 
mon but not to exceed $100,000 aggregate offering price. 
Underwriter—E. H. Rollins & Sons, Inc. 


Southern California Edison Co. (8/20) 
July 28 filed $25,000,000 first mortgage bonds. Under- 
writer—Awarded Aug. 18 to Halsey, Stuart & Co. Inc. 
Proceeds—Finance construc.iion program. Offering ex- 
pected Aug. 20 at 100.526. 


Squankum Feed Supply Co., Inc., Farmingdale, 
New Jeisey (9/1) 

Aug. 4 (letter of notification) $150,000 20-year 512% 

sinking fund debentures. Price—102. Working capi- 

tal, etc. Underwriter—Fidelity Securities & Investment 
Co., Inc., Asbury Park, N. J. 


@ State Bond & Mortgage Co., New Ulm, Minn. 
Aug. 16 filed $28,274,400 of additional face amount cer- 
tificates of three different series, 


Sterling Oil & Refining Corp., Houston, Texas 
Aug. 10 filed $2,500,000 444% income.debentures, due 
Oct. 1, 1963 (with 10-year subscription warrants attached 
for initial purchase by stockholders of 80,000 shares no 
par common stock). Underwriter—Kidder, Peabody & 
Co. will purchase all unsubscribed debentures or stock 
warrants for public offering. Proceeds—For general 
corporate purposes. 


Sudore Gold Mines Limited, Toronto, Canada 
July 21 filed 500,000 shares of common stock ($1 par). 
Price—$1l1 per share American funds. Underwriter— 
None. Proceeds—For mining operations. 


@ Sunshine Feed Mills, Inc., Maxwell, New Mex. 
Aug. 11 (letter ef notification) 3,000 shares of common 
stock (par $100). Price par. No underwriting. For 
working capital, purchase of a feed mill and for pur- 
chase of equipment. 


Tabor Lake Gold Mines, Ltd., Toronto, Canada 
April 2 filed 300,000 shares (par $1) preferred stock. 
Underwriter—Mark Daniels & Co., Toronto, Canada. 
Price—60 cents a share. Proceeds—For mine develop- 
ments. 


Tide Water Power Co., Wilmington, N. C. 
July 30 filed 80 000 shares (no par) common stock. Un- 
derwriters—Union Securities Corp. and W. C. Langley & 
Co. Price by amendment. Proceeds—For construction. 
Indefinitely postponed. 


@® Toy Pop Corp., Essex, Conn. 

Aug. 11 (letter of notification) 100.000 shares of common 
stock and 1,509 shares of preferred 6% preferential cu- 
mulative stock. Price—Common, $1; preferred, $100. 
No underwriter. Tc purchase and equip a factory. 


U. S. Airlines, Inc., St. Petersburg, Fla. 
June 2 (letter of notification) 171,000 shares ($1 par) 
common stock. Price—56 cents each. To be offered for 
Frances B. Law, Robert B. Law, and Theodore N. Law. 
Underwriter—R. H. Johnson & Co., New York. 


United Util.ties & Specialty Corp. (8/23) 
July 29 filed 41,000 shares of 5% cumulative convertible 
preferred stock ($10 par). Underwriters—Herrick, Wad- 
dell & Reed, Inc., and George R. Cooley & Co., Ince. 
Proceeds—For general corporate purposes. 


Victor Products Corp., Hagerstown, Md. 

June 28 (letter of notification) 42,800 shares of common 
stock, of which 21,503 shares will be solid to single holder 
of the majority of the outstanding voting stock and 
21,297 shares will be offered publicly. Stockholders of 
record July 6 are given the right to subscribe in the ratio 
of one new share for each 10 shares held. Rights expire 
Aug. 10. Price—$7.50 per share. Underwriter—None. 
Proceeds—To increase working capital. 


® Virginia Veterans Cooperative Association, 
Washington, D. C. 

Aug. 1! (letter of notification) 20,000 shares ($10 par) 

commo: stock. Price—$10 per share. No underwriter. 

For acquisition of all the common and second preferred 

stocks of Columbia Heights Sec. 1, Inc. 


@ Whitman (Stephen F.) & Son, Inc., 
Philadeiphia 

Aug. 16 (letter of notification) 1,000 shares of 2nd 5% 

preferred stock (par $100). Price, par. Underwriter-— 

A. C. Wood, Jr., & Co., Philadelphia. Proceeds—To sell- 

ing stockholders, 


@ Winston & Newell Co., Minneapolis, Minn. 
Aug. 11 (letter of notification) 40,000 share ($5 par) 
common stock. No underwriter. To maintain adequate 
inventories, to reduce bank loans and for ‘business 
operations. 


@ Wisconsin Power & Light Co. 

Aug. 17 filed $5,000,000 first mortgage bonds, series C. 
due 1978, and 320,232 shares ($10 par) common stock. 
Underwriting—Bonds will be sold at competitive bidding 
Probable bidders: Halsey, Stuart & Co. Ine.; Lehman 
Brothers: Salomon Bros. & Hutzler; Blyth & Co., Inc.; 
Wheelock & Cummins, Inc.; Glore, Forgan & Co. and 
Harriman Ripley & Co., Inc. (jointly); Shields & Co.; 
White, Weld & Co. and Kidder, Peabody & Co. (jointly); 
Harris, Hall & Co, (Inc.); The First Boston Corp. Offer- 
ing—The additional shares of common stock are to be 
offered tc common stockholders of record Sept. 3 for 
subscription at $13.50 per share at the rate of one addi- 
tional share for each four shares held. Proceeds—To 
reimburse company for construction expenditures made 
or to be made, except that $494 000 will be used to pre- 
pay a like amount of outstanding 2% serial notes. 


Yeakley Oil Co., Alamosa, Colo. 


April 30 filed 10.000 shares of common stock (par $10). 
Underwriting—None. Price—$10 per share. Proceeds— 


Mainly for development. 





Zonolite Co., Chicago, Hill. 
May 24 (letter of notification) 22,000 shares common 
stock (par $1). Underwriter—Wm. C. Roney & Co. Price 


by amendment. 


Prospective Offerings 


@® Bigelow-Sanford Carpet Co., Inc. 


Sept. 13 the stockholders will vote on approving the cre- 
ation of an authorized issue of $6,000,000 cumulative 
second preferred stock which will be convertible into 
common stock for a period of approximately 10 years. 
F. S. Moseley & Co. will probably be underwriter. Pro- 
ceeds will be used for plant modernization and addi- 


tional working capital, 


Chesapeake & Ohio Ry. (8/24) 
The company is inviting bids to be received at noon 
Aug. 24 for $5,500,000 equipment trust certificates to 
finance the purchase of equipment costing $5,519,806. 
Certificates will be dated Sept. 15, 1948, and mature 
serially in equal annual instalments from Sept. 15, 1949 
to Sept. 15, 1958, both inclusive. Probable bidders: Hal- 
sey, Stuart & Co. Inc.; Harris, Hall & Co. (Inc.). 


4 


Chicago Rock Island & Pacific RR. (8/25) 
Bids will be received up to 11.30 am. (CDT) Aug. 25 at 
company’s office at 1136 La Salle St., Chicago, for the 
purchase of $3,420,000 equipment trust ctfs. series B. 
To be dated Sept. 1 and to mature in 20 equal semi- 


annual instalments from March 15, 1949 to Sept. 15, 1968. 
Probable bidders: Halsey, Stuart & Co. Inc.; Harris, Hall 
& Co. (Inc.); Harriman Ripley & Co., Inc. and Lehman 
Brothers (jointly); Salomon Bros. & Hutzler: Kidder, 
Peabody & Co. and Dick & Merle-Smith. 


@® Interstate Power Co. 

Aug. 17 company ebtainea SEC permission to issue and 
sell at competitive bidding $5,000,000 first mortgage 
bonds, due 1978. The offering price and underwriting 
terms would be filed by amendment. Proceeds would 
be used to pay outstanding collateral notes, increase 
working capital and finance construction. Probable bid- 
ders include: Halsey, Stuart & Co. Inc; The First Boston 
Corp.; Smith, Barney & Co, 

® Metropolitan Edison Co. 

The SEC will hold a hearing Aug. 24 on company’s ap- 
plication to sell $8,500,000 Ist mtge. bonds, due 1978, and 
40.000 shares ($100 par) cumulative pfd. stock. .Com- 
petitive bidding will determine the interest and dividend 
rates, offering prices and underwriting terms. Proceeds, 
together with $1,500,060 from its parent, General Public 
Utilities Corp., will be used fcr new construction, to pay 
off bank loans of $550,000, and to the extent of $1,509,- 
600 as a cash capital contribution to Edison Light & 
Power Co., a subsidiary. Probable bidders for the bonds 
include The First Boston Corp.;: Drexel & Co.: Glore, 
Forgan & Co.; Halsey, Stuart & Co. Inc.; Har:iman Rip- 
ley & Co., Inc.; Kidder, Peabody & Co.; Salomon Bros. 
& Hutzler. Bidaers for the preferred stock probably 
will include Drexel & Co.; Glore, Forgan & Co.: Harri- 
man Ripley & Co.; Kidder, Peabody & Co.: Salomon 
Bros. & Hutzler; Smith, Barney & Co. 


Pacific Telephone & Telegraph Co. (9 21) 
July 28 the application of company for authority. to 
issue $75,000,000 35-year debentures was approved by 
the California P. U. Commission. Company. it is ex- 
pected, will call for competitive bids on Sept. 10 to be 
submitted on or before Sept. 21. Probable bidders: Mor- 


gan Stanley & Co.; Halsey, Stuart & Co. Inc. 


a Pennsylvania Power & Light Co. 

Aug. 18 company plans te issue and sell in October, 
1948, 63,000 shares of preferred stock, the proceeds to 
be used to finance its construction program. Probable 
underwriters: Drexel & Co. and the First Boston Corp. 


® Texas Gulf Sulphur 

Aug. 17 reported that a secondary offering of a large 
block of stock in the corporation appears to be in the 
offing. To carry out its vast expansion program, the 
Gulf Oil Corp., which owns 1,300,000 shares of Texas 
Gulf Sulphur stock, is understood to be considering: the 
sale of all or a large part of its holdings. The block, 
which represents about one-third of the shares of Texas 
Gulf Sulphur outstanding, has a value of around $80,- 
000,000 at the current market price. Gulf Oil obtained 
the stock in 1934 in payment for two sulphur deposits 
in Texas that it sold to Texas Gulf Sulphur. Probable 
underwriter: The First Boston Corp. 


@ White Motor Co. 

Sept, 15 stockholders will vote on approving the issuance 
of 120,000 shares of new convertible preferred stock 
($50 par) to be sold publicly. Proceeds will be used 
to increase the company’s working capital. Hornblower 
& Weeks may be underwriters. 


Youngstown & Southern Ry. (8/24) 

Company is requesting bids for a new $1,200.000 leaa 
to retire outstanding obligations in that amount. The 
purpose is to obtain a reduction in interest payments 
which range from 312% to 4'% on present notes. The 
interest rate on the proposed new note would be deter- 
mined by competitive bidding. Bids will be received by 
company at Room 1443, Oliver Building, Pittsburgh, up 
to noon (EDT) Aug. 24. 





ditures of $7,000,000 in 1949. Major riod, gross income, before Federal the sale of textile products manu- 





ee Halsey Stuart Offers 
Wisconsin Utility Bonds 


_ Halsey, Stuart & Co. Inc. is pub- 
licly offering today (Aug. 19) 
$5,250,000 Wisconsin Public Ser- 
vice Corp. 343% first mortgage 
bonds due in 1978 at 102% and 
accrued interest to yield approxi- 
mately 3.02%. The firm won 
award of the bonds at competitive 
sale on its bid of 101.58. 


proceeds will be applied to the 
payment of $4,600,000 outstanding 
short-term bank loans. The bal- 
=m ance, together with $1,750,000 

‘from the sale of additional com- 








| the remaining portion of the com- 
a4 me Oany’s 1948 construction program. 
aS > SS This program calls for construc- 


| tion expenditures totaling $8,000,- 
JOO in 1948 and further expen- 


The greater part of the sale’s' 


mon stock, will be used to finance | 
‘nominee and Marinette Light and 


undertakings are the installation 


income taxes but atter deprecia- 


factured by others, currently act- 


of new electric generating facili-| tion, were reported at $3,810,845. |ing as selling agent tor 9 other 


ties and additions to transmission, 
distribution and substation facil- 
ities. 

Wisconsin Public Service Corp. 
furnished electricity and gas and, 
to a small extent, bus transpor- 
tation service and steam, in north 
central and northeastern Wiscon- 
sin and an adjacent part of Michi- 
gan. Among the larger cities fur- 
nished with one or more types of 
service are Green Bay, Sheboy- 
gan, Oshkosh, Wausau and Me- 
nominee. 


For the 12 months ended Dec. 
31, 1947, operating revenues of the 
company and its subsidiary Me- 


Traction Co. were derived ap- 
proximately 82% from electric 
operations, 13% from gas and 5% 
from transportation. In thet pe- 


Morgan Stanley Offers 
J. P. Stevens Stock 


Morgan Stanley & Co. and Har- 
riman Ripley & Co., Inc., jointly 
head an underwriting group that 
is making a secondary offering 
today (Aug. 19) of 175,000 shares 
of J. P. Stevens & Co., Inc., capi- 
tal stock (par value $15 a share) 
at $29 a share. None of the pro- 
ceeds would accrue to the com- 
pany as the shares are being sold 
for the estate of Moses T. Stevens. 

J. P. Stevens & Co., Inc., and its 
subsidiaries together constitute one 
of the largest and most diversified 
manufacturers of textiles in the 
United States. The company is 
also one of the largest agents for 





|manutacturers of textile tabries. 

| The company and its subsidi- 
aries manufacture a wide variety 
,of cotton and rayon tabries in 
| both the grey and finished state 
and woolen and worsted fabries. 
|For the semi-annual fiscal period 
iending May 1, 1948, more than 
/one-half of the dollar sales of 
/products manufactured by the 
company and_= subsidiaries was 
| represented by rayon fabrics, 
about one-third by cotton fabrics 
and the remainder by woolen and 
worsted fabrics. 

Net sales of the company and 
its subsidiaries for the fiscal year 
ended Oct. 31, 1947, amounted to 
$224,272,040 while net projit for 
the same period totaled $28,509 - 
657, equal to $8.24 a share on the 
|capital stock, 
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—————————————— By JOHN T. CHIPPENDALE, JR. 
Signs of stabilization are appearing in the government 
as prices iend to firm on somewhat expanded volume. 
for hills and certificates 
even making commitments in the longer eligible 2s and 2's. 
better feeling seems to be due largely to the fact that bond 
did not co llapse with the increase in the certificate rate. 
“free market’ in the nearer term eligibles, seems to be 
which would appear to indicate that the technical position 
market wes not as feeble as it had been thought. 

The higher rediscount rate of 114% was anticipated by the 
market, and hence had no effect. . . . Higher interest rates, 
over-the-counter have not been exactly unfavorable to the bank- 
ing fraternity. . Although it is still too early to forecast what 
the results of the increase in the certificate rate will be, it is 
reported that there has not been any appreciable change yet in 
the loan trend. Just slightly higher interest rates are not 
likely to cause earth-shaking changes in borrowings, according 
to many money market followers... . 


NEW RATE PATTERN 

A new rate pattern seems to be in the making in the eligible 
section of the government list, following the increase in the certif- 
icate rate from 1's8% to 1%% Aliso, it is indicated that the 
powers that be are trying out a new policy in the shorter and in- 
termediate bond maturities of the bank obligations to see if they 
can stand on their own feet and maintain prices and yields that woula 
not be out of line with the certificates and the longs. 


... rhe 
prices 

The 
working, 


0 


The adjustment to the new rate pattern by the eligible ob- 
ligations seems to have been pretty well made, and barring un- 
foreseen developments, it appears as though the “free market” 
will be continued. A 144% yield curve would indicate that 
with a few exceptions, prices of most of the eligibles are at levels 
that should hold, without support by the monetary authorities... . 


RETURN TO NORMALCY 

There seems to be a passing of the confusion that was so evi- 
dent in the Government market right after the upping of the certif- 
icates rate was announced, when the financial community found out 
that supports in the short and intermediate maturities of the eligible 
bonds, had been pulled. . This does not mean that confidence has 
been completely restored. but some of the fear has been dissipated 
because prices held (with official suppert) on decreased volume, 

levels that were considered to be within the new rate pattern. 
It may be that the monetary authorities want to keep a 
measure of uncertainty in the picture so that holders of eligible 
Treasuries will not be so eager to sell these issues and put the 


proceeds into loans. ... If, however, large scale liquidation should 
appear, there seems to be no doubt but what the money managers 
would be there with supporting bids... . 


YIELDS 
The 
somew). 
rate, 1. 
2.P0% 
fluctuatio! 
even 
much in 
or the international should worsen. 
expected to hold until 
year maturity and 
on the eccnomic 
will be continued, 
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that will be 
bill 
12 
15 


yields, 


rate 
like 


5%—2s 


seems to be evolving. 
rate, 1.10%, certificate rate, 
15 1952/54, 1.75%—2% due 
52/54, 2.44% There will 
but next several 
that range should 
unless drastic measures are taken by 
The 14% 
next April when the 1°, % 
that time there shouid 
international to 
lowered. 


pattern 
this: 
due 
9 


probably 
1.25%, note 
a/io 58 
no doubt be 
months 
be pretty 
the authorities 
certificate 
notes 
sufficient history 
indicate 


ii 
37 56 
Ios due 


and 


in these for the ol 


it 
vogue, 
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longer. is believed the above 
rate is 
become ;% 
by be 


and situation whether it 


raised or 
If the money managers can keep the nearer term maturities 
of the bank bonds on an even level, without support, there should 
not be any trouble with the longer term obligations. ... However, 
if holders of the more distant eligibles should decide to switch 
these securities for loans or shorter-term obligations, there would 
have to be official support of the longer eligibles, if the indicated 
rate pattern is to be maintained. ... A breaking in “pegged” 
prices of the longs, would have an adverse effect upon nearer 
term obligations. ... 
There nonetheless 
“breaking” 


is large segment of the financial district 
that are of “pegged” levels, especially in the in- 
eligibles so that non-bank investors would cease to be or would be 
more reluctant sellers of the tap bonds. ... A letting down of support 
prices to 99!» is what some important money market followers would 
like to see take place in the longest ineligibles. 
NOTES 
Increases in 


a 


lor a 


reserve requirements, according to informed sources. 
will place until effects the upping of the certificate 
rate have been fully observed. ... Nonetheless, reports indicate that 
heavy loan areas, such as San Francisco, Cleveland and Kansas City 
are being watched very closely. : 

The partially exempts, which have been 
moved all over the market on light volume, 
tion from the larger banks... 
York City and Chicago, 
recent weakness. 


not take of 


quoted down and 
are now getting atten- 
. It is indicated that institutions in New 
took on some of these bonds, during the 

Out of town banks were reported to have been buyers of the 
2¥os due 9/15/67/72, as well as the 2'4s due 9/15/56/59. ... 
These institutions along with the “short-coverers” were largely 
responsible for the support that has been in the market for these 
securities. ... 


have improved with the more courageous | 


of the} 





Michigan Brevities 


(Continuea from page 10) 
for taxes of $237,350, in the same 
period last year. Mr. Anderson 
said that sales are expected to 
pass the 1,000,000 barrel mark 
inis year for the first time in 
Goebel history, as. the result of 
the company’s expansion  pro- 
gram at the recently acquired 
Koppitz-Melchers pliant in De- 


iroit which is nearing completion. | 


Eberstadt & 
Co., thie. offered to the public 
the following securities’ of 
Roosevelt Oil & Refining Corp. 
of Mount Pleasant: 135,000 
shares of 6% cumulative con- 
vertih's preferred stock at par 
($12.50 per share) and ac- 
crued dividends and 44,000 
shares of no par common stock 
at $10 per share. The net pro- 
ceets, tegether with other 
funds, will be used to acquire 
the stock of Roosevelt Oil Co., 
C. L. Maguire, Inc., and Sim- 
rall Corp. These latter three 
companies, taken together, con- 
stitute, and have been oper- 
ated as, an integrated petro- 
leum business in Michigan. 


On July 15, F. 


Net sales of Howell Electric 
Motors Co. for the first six months 
of 1948 were $2,598,049 es com- 
pared with $2,198,344 for the 
corresponding period in 1947. Net 
profit this sales volume for 
1948 amounted to $235,028, 
$1.18 per common share. 
30, 19438 the ratio 


on 


of current as- 


sets to current liabilities was 3.6} 


backlog o: 
a present 


compared 


company’s 
customers’ orders has 
value Cf $1,200,000 
with $2,901,600 at Dec. 31, 
Aubrey C. Flood, President, 
nounced on July 19. 


ig. b.. Bye 


Shipments of 22,309 automo- 


tive and industrial engines by 
Continental Motors Corp. in 
July made the second biggest 
month since V-.. Day for these 
types, exceeded only by the 
22,532 tetal for the preceding 
month, C. J. Reese, President, 
announced. A tota) of 186,918 
of these units were shipped in 
the nine months ended July 
1948, compared with 132,035 in 
the like period a year. ago. 
Total engine shipments in the 
nine months, including § alsi 
airplane, marine and small air- 
cocled units, amounted to 244,- 
098, against 169,695 in the nine 
months ended July 31, 1947. 


>» 


9 
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The Ucylite Corp., Detroit. 
consolidated net income of $735,- 
760 for the first six 
1948, after deducting provisions 
$513,000 for Federal income 
taxes and $50,000 general 
contingencies. This is equivalent 
to 99's cents per on the 
739,827 shares now outstanding. 
In the corresponding period last 
year, consolidated net 
emounted to $831,389, 
to $1.12%2 per 


had 
months of 


ot 


for 


share 


income 
equivalent 
sare on the 739,002 
shares then outstanding after de- 
ducting provisions of $568,000 
for Federal income taxes and 





SITUATION WANTED 





INVESTMENT MANAGER 
Nith over 20 years’ experience as senior 
stock and bond analyst with prominent 
investment firm is available as manager of 


Estate, Individual or Institutional port- 
folio. Splendid background of accomplish- 
ments. Knowledge of all phases of the 


securities business. Mature 
judgment. Highest personal 
references, Currently 


and business 
affiliated. Box F 812, 


Commercial & Financial Chronicle, 
York 8, 


Place, New N. ¥. 


1947, 
an- 


and conservative | 


25 Park 


| totaled 
| $11, 


| other 


| $50,000 


for general contijgsen~’ 


Sales for the first half of 1948 
$11,913,053 compared vw 
727,165 for the same _ period 
in 1947. The decrease in net in- 
come during the first half of the 
current year is occasioned b 
increased material, labor and 
operating costs. 


Net income of Michigan Con- 
solidated Gas Co. for the 12 
months ended June 30, 194% 
totaled $1,049,410, as compared 
to $3,616,051 for the previous 12 
months’ period. “The decrease 
of $2,566,641 in net income,” 
says Henry Fink, President, 
“reflects some of the loss 


DIVIDEND NOTICES 


in- 





The Singer Manufacturing 
Company 
The Board of Directors has declared a qua-- 
| terly dividend of $1.50 per share and an extra 
| dividend of $1.50 per share payable on Sep- 
; tember 14, 1948, to stockholders of record at 
| the close of business on August 25, 1948 
D. H. ALEXANDER, Secretary 
| August 11, 1948. 








THe GARLOCK 
PACKING CoMPaNy 
Aug ust ll ] 

COMMON DIVIDEND Nx 


At a meeting of the Board of Directors, 
held this day, a quarterly dividend of 





IRQ 


| 25¢ per share was declared on the com: 


or | 
At June 


mon stock of the Company, payable 
September 30, 1948, to stockholders of 
record at the close of business Septem- 
ber 18, 1948. 


H. B. Pierce, Secretary 





IOWA SOUTHERN 
UTILITIES COMPANY 
of Delaware 


Dividend Notice 
The Board of Directors has de- 
clared a dividend of 25c a share 
on the Common Stock of the 
Company payable September 
15, 1948 to stockholders of 
record September 1, 1948. 
EDWARD L. SHUTTS, 


President. 
August 18, 1948. 


Pe 


(BriGGs & STRATTON} 


BRIGGS & STRATTON 
CORPORATION 














curred during the last winter 
season due to the necessity of 
producing large quantities of 
manulactured gas to supple- 
ment of supply of natural gas, 
a situation aggravated by long 
continued abnormally low 
temperatures.” 


DIVIDEND NOTICES 





THE UNITED SrASSS LEATOSE co. 
The Board of Directors at a meeting held 
August 18, 1948 declared a dividend of 50 cents 
per share on the Class A stock payable Sep- 
tember 15, 1948, to stockholders of record 
August 30, 1948 
C. CAMERON, Treasure? 
August 18, 1948 
Mas ma Caneas Company 
Dividend No. 104 
On August 18,. 1948, a dividend of Twenty: 
tive Cents (25c) per share was declared on the 
Capital Stock of MAGMA COPPER COM. 
PANY, payable September 15, 1948, to stock- 
holders of record at the close of business 
August 27, 1948, 
H. FE. DODGE, 


Treasurer. 








Newmont Mining 


Corporation 

Dividend No. SO 
On August 17, 1948, a dividend of SEVENTY- 
FIVE CENTS (75c) per share was declared 
on the Capital Stock of NEWMONT MINING 
CORPORATION, payable September 15, 1948, 
rs of record at the close of business 

1948. 

GUS MRKVICKA, Treasurer. 


to stockholde 
August 27, 





The Board of Directors of 


PITTSBURGH 
CONSOLIDATION 
COAL COMPANY 


at a meeting held today, declared a quarterly 

dividend of 50 cents per share on the Com- 

mon Stock of the Company, payable on 

September 11, 1948, to shareholders of rec- 

ord at the close of business on August 27, 

1948. Checks will be mailed. 

CHARLES E. BEACHLEY, 

Secretary-Treasurer 







L 
ma 


August 16, 1948 











(86th DIVIDEND 


The Board of Directors has declared 
quarterly dividend of twenty-five cents | 
(25c) per share and an extra dividend | 
thirty-five cents (35c) per share, less 2.75 | 
per cent Wisconsin privilege dividend tax, | 
on the capital stock (without par value) | 
of the Corporation, payable September 15, 
1948, to stockholders of record August 
30, 1948. 

L. G. REGNER, Secretary 
August 17, 1948 


| 











| AMERICAN CYANAMID | 
COMPANY 


PREFERRED DIVIDEND 
The Board of Directors of Ameri- 
; can Cyanamid Company on August | 
| 17, 1948, declared a quarterly | 
dividend of eighty-seven and one- 
half cents ($.875) per share on the 
| Outstanding shares of the Com- 
| pany’s 342‘) Cumulative Preferred 

Stock, Series A, payable October 1, 
| 1948, to the holders of such stock 
| of record at the close of business 
September 3, 1948. 

COMMON DIVIDEND 

The Board of Directors of Ameri- 
can Cyanamid Company on August 
17, 1948, declared a quarterly 
dividend of twenty-five cents ($.25) 
per share on the outstanding shares 
of the Common Stock of the Com- 
pany, payable October 1, 1948, to 
the holders of such stock of record 
at the close of business September | 
3, 1948. | 


W. P. STURTEVANT, 
Secretary | 














UNITED FRUIT COMPANY 


DIVIDEND NO. 197 

A dividend of fifty cents 
per share and an extra 
dividend of one dollar per 
share on the capital stock of 
this Company have been 
declared payable October 
15, 1948 to stockholders of 
record September 9, 1948. 

EMERY N. LEONARD 


er 








Ni, 











CANADIAN PACIFIC 
RAILWAY COMPANY 


Dividend Notice 


At a meeting of the Board of 
Directors held today a dividend of 
two per cent (fifty cents per share) 
on the Ordinary Capital Stock in re- 
spect of the year 1948 was declared 
payable in Canadian funds on Octo- 
ber 1. 1948, to Shareholders of record 
at 3:00 p. m. on August 23rd, 1948.. 
«The Directors desire to point out 
‘that railway operations for the first 

‘half of the current year have con- 
tributed nothing to the payment of 
‘this interim dividend. Continuing 
|increases in the cost of materials and 
| supplies, and heavy increases in wages 
(retroactive to March 18t) which ane 
| will aggregate annually $27,200,000, 

| more than the net railway earnings 
'for the previous year, have completely 
|offset the increase in freight rates 
| which became effective on April 8th. 
| An application for a further increase 
in rates became imperative and appli- 
cation has now been made to the 
Board of Transport Commissioners 
for a twenty per cent increase includ- 
ing an. interim increase of fifteen 
per cent pending final disposition 
by the Board. 

By order of the Board. 


Frederick Bramley, 
Secretary. 


Montreal, August 9, 1948. 
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Behind-the-Scene Interpretations 
from the Nation’s Capital 
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And You 


BUSINESS BUZZ 


WASHINGTON, D. C.—What the Administration is trying to do | 
with respect to the air transport business is to begin a course of con- | 
ferences and intra-governmental negotiations designed to clear the} 


way eventually for a long-range program to rehabi 


© 


In this case the ‘Administra- 
tion” consists of the Civil Aero- 
mautics Board, the Budget Bureau, 
the Post Office Department and 
the Reconstruction Finance Corp. 
Certain key individuals in these 
agencies decided that it was time 
to stop letting the problem of the 
scheduled air carriers muddle 
along and to start to work to see 
a& some long-range planning 
could not be worked out. Natu- 
xally those who were sparking 
this thing are borrowing the pres- 
tiuze of the White House. 


first steps will be concerned 
with immediate problems, but 
at the same time cOnversations 
will look to the long range. The 
ammediate problem is the defi- 
zits of some of the air carriers 
and the pressure being put on 
the government, which is vest- 
ed with a legal responsibility 
¥er a sound air transport sys- 
tem, to make up these deficits 
thy retroactive and future boosts 
in air mail pay. Closely linked 
with air mail pay, of course, is 
the problem of occasionally 
waeeting debt maturities. 

So one of these first things 
which the government. will 
strive to find at the meeting of 
the scheduled airline represen- 
ttatives, behind closed doors to- 
gay at the Civil Aeronautics 
Reard, is some kind of a broad 
wicture and forecast of the situ- 
ation of the air carriers for the 
aext several months. One ele- 
ment of the picture is how much 
wee government may be forced 
%e throw in as air mail pay to 
cep the carriers frem serious 
lrouble. Another will be what 
their financing problems are for 
whe immediate future. 


For the long range, the Civil 
Acronautics Board wants to pro- 
smote some kind of agreement 
zamong the carriers as to what is 
aeeded to put them into a better 
2arning position. They want to 
sci some kind of an idea as to 
whether passenger fare 
the answer, and to what ex- 
tent. They want to know to what 
extent the problem of the air- 
fines is a problem of equipment. 
Asxd, of course, there undoubtedly 
will be a great deal of frank dis- 
cussion about some of the ineffi- 
<iencies with which the manage- 
ments of the airlines have been 
charged. There will be discus- 
of many other important 


es 


sions 
to ics. 


Unless there is a larger area 
of agreement among all parties ° 
ivan there is any reason to ex- 
pect, the working out of a long- 
range program, or of even some 
ssreement as to what should be 
done, may be expected to take 
time. The sponsoring of this 
tithing will not be hit too seri- 
mausly by a change in Adminis- 
tration, for the CAB, RFC, Post 
‘ftice Department and Budget 
Bureau men most concerned 
with this problem probably will 
continue to serve under the new 
Administration. 

os oe 2: 
The President directed the RFC 
to come into the picture because 
gt the short-range problem of 
dealing with maturing airline 
debts and the long-range problem 
of financing acquisition of new 
&quipment, 


‘ 
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boosting | 


| 





From the short-1un viewpoint, 
the RFC probably will reveal 
willingness to go pretty far in 
assisting carriers with their fi- 
nancing problems immediately 
ahead. RFC, however, will noi 
simply bale out the carriers, RFC 
probably will make some loans 
to carriers to tide them over rough 
spots ahead, provided others do 
their part. One of the “others” is 
the government itself. If a car- 
rier needs more of an air 
pay subsidy to break even, the 
RFC, it is believed, will prob- 
ably insist that CAB order at 
least some boost in the subsidy. 
Another condition is likely to be 
that other creditors string along 
with any carrier in difficulties. It 


litate the airlines. ' 


mail | 


will not be a case of simply shift- . 


ing the maturity to the govern- 
ment lending agency. 


There is a substantial belief 
here that new and modern 
equipment is one of the an- 
swers to the airline earnings 
problem. Under present vol- 
unme of traffic, however, any 
sizeable private financing of 
new equipment purchase is all 
but impossible. There is a sub- 
stantially-held view in official- 
dom that perhaps a great deal 
of money will have to be poured 
into the airlines for new and 
medern equipment, and that at 
a mitimum, sOme of the carriers 
with poorer equipment. will 
have te be assisted to modern- 
ize, or go out of business. 

It is ever possible that even- 
tually the RFC may work out a 
system whereby it will acquire 
new aircraft and lease them to 
the carriers, provided, of course, 
the carriers can find some way 
to kick in a part of the purchase 
price. 


Quoted statements of the Chair- | 


men of the taxing committees of 
the House an 
ago that they would 
prospect 
winter must be viewed with con- 
The Repub- 


LOOK 


siderable reservation. 


i licans want to lower some of the | 


more burdensome excises. They 
may even succeed in doing so, as 
'Senetor Millikin’ said, if 
budget next year permits. 
However, circumstances may be 
different by winter. 
the men on 


| entirely 

| Then, too, 
Hill will 
next year 


they were 


tax policy without 


some agreement with their Presi- | 


|dent and Secretary of the Treas- 
lury. me 
Congressmen of the majority 
are almost as much impressed 
with the need of business tax 
relief, reduction of the confis- 
catory levels of rates in the up- 
per brackets, and for lowering 
the corporation income tax rate, 
as they are with the need for 
wiping out some of the espe- 
cially burdensome excises. One 
of the exciting possibilities is 
that the majority might go for 
a general manufacturers’ excise 
tax to provide revenue to offset 
losses of receipts occasioned by 
some of these reforms. How- 
| ever, it is so easy to demagogue 
against a sales tax that it will 
not have a chance unless the 
new Administration backs this 
proposition to the limit. 


1 Senate a few days | 
into the | 


for excise tax relief next | 


the | 


Capitol | 
not be the free agents | 
this year. | 
They cannot very well formulate | 
first getting | 


' 
} 

















For whatever significance it 


! 
} 


may have, the Economic Cooper- | 


ation Administration is heavily 
pre-occupied with the problem of 
| preventing anything getting east 
|of the Iron Curtain which would 
| build up the military potential of 
| Russia and her sattelites. Actu- 
|} élly, ECA would seem to be more 
| concerned with this problem than 
| with any other at the moment. 


ECA is preparing te meet 
head-on the expected Repub- 
lican criticism that European 
countries are not doing their 
part to promete industrial re- 
| cevery. There is, it is said, ob- 
| viously some substance to such 
a criticism. European politicians 
are not more patriotic than those 
in America or elsewhere. To the 
extent that the U. S. will supply 
food, fuel, and free cigarettes, 
this takes a lot of heat off the 
elected representatives of the 


ECA countries. It takes an ef- 
fert to get a move on and carry 
out the program. 

When Mr. Hoffman was in 
Europe he made it abundantly 
clear that they must not only 
get a move on but to such a 
degree as would convince the 
American people. The first re- 
pert on what Europeans are 
doing the first ECA year (Aprii 
to April) to help themselves, is 
anticipated about the first of 
next month. Shortly thereafter 
the ECA recipients must outline 
concrete steps for industrial im- 
provement for the second year. 
By the end of this calendar year 
ECA hopes to have a blue-print 
of concrete steps anticipated by 
the ECA countries to build up 
their industrial potential dur- 
ing the entire 4-year ECA pe- 
riod, 


Whatever was said publicly the | 
'U. S. will buy no grains from Ar- | 


| gentina during this crop year. It 
|is not merely a question of price. 
| With the prospect of large U. S. 
grain harvests the government 
cannot buy relief grain from Ar- 
gentina anyway. In any Case, 
Argentina has got to show the 
U. S. that she will play ball, noz 
only with U. S. business, but with 
the other ECA countries before 
the U, S. will spend a penny more 
than necessary in Argentina. 


The European currency pool to 
facilitate trade among the 16 ECA 
countries wil! get under way 
abcut Oct. 1, for sure, it is prom- 
ised. The European countries are 
working out arrangements (a) to 
freeze non-current debts of the 
debtor countries, and (b) to make 
provision for those countries 
whose trade is not close to bal- 
ance. 

What the pool arrangement 
will do will be to work out an 
arrangement whereby § deficit 
countries can be supplied indi- 
rectly with American dollars so 
as to balance their payments. 
Thus, if Greece were to buy steel 
from Belgium, the U. S. would 
take Greek currency equivalent 
(nominally) to the dollars in- 
volved, and also take Belgian 
francs for the amount of the 
purchase, paying in dollars. The 
Belgian and Greek currencies 
then would be placed in the spe- 
cial accounts of those countries 
which can be dispersed for pur- 
poses only in accordance with 
their ECA agreements. 

Effect of this currency pool 
thus will be to divert a certain | 
proportion of shipments to ECA 
countries from the U. S. to the 
ECA countries themselves. In 
this case of steel, in short sup- 
ply, this raises no problem. On 
the other hand, where it would 
lead to European purchase of a 
product in abundance in the 
U. S., the agreement may de- 
velop an embarrassing turn, 
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